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The Australian Society of Accountants Convention, held in Adelaide from 
May 30 to June 4, was an unqualified success in every way, and a milestone in the 
short history of our Society. 


Experienced observers say it was the best convention ever held by a body of 
accountants, excelling even the London International Congress. . Proof of its suc- 
cess was seen in the sustained interest and unanimous approval of just on 400 
members who attended—including 125 Interstate visitors to Adelaide. Each State 
was well represented, giving our first convention a truly national background. 


The first major project of the Society, it was arranged in the belief that the 
stimulation of research and discussion on subjects of particular importance in our 
social-economic structure, is a means whereby members may be better able to 
discharge their responsibilities with credit and efficiency. 


In the words of our President, Mr. C. R. Hicking, it indicated General Council's 
desire to foster post-graduate activities; to develop public relations and to en- 
courage the strengthening of social bonds. 


The subjects covered were carefully selected to give a balanced programme 
of interest to all members of the profession. Titles of the five technical sessions 
were:—''Capital for private enterprise under existing economic conditions"; “Con- 
tribution of accounting to management controls"; "Accounting and the public 
accounts"; "Application of cost accounting to fields of distribution and adminis- 
tration"; and "Accounting requirements of the Companies Acts." In each case the 
contributors, reviewers and selected speakers were members possessing extensive 
knowledge of their respective subjects. 


In addition, the convention included, as the Research Lecture in Accountancy, 
@ paper on "Finance of company expansion,” by Mr. K. C. Keown. 


Socially the convention was the same unqualified success as it was education- 
ally. This was made possible by the magnificent hospitality and forethought of the 
South Australian hosts, under the chairmanship of the Divisional President, Mr. 
G. F. George. Nothing was left undone to make visitors welcome and their stay 
memorable. 


So that members who were unable to attend can benefit, a full record of the 
proceedings has been made and will be published as a complete volume within the 
next two or three months. It will include a full cover of all the papers given, 
together with their reviews, comments by speakers and general discussion. The 
complete work will be available to members at 15/-. 


Orders are now being received by the General Registrar, 37 Queen Street, 
Melbourne, to whom all applications should be made. 


Don't delay — apply now for full convention proceedings — price 15/-. 
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Labour Standards and Control 


By D. E. CALLINAN, Director of Manufacturing, Repco Limited 


The Repeo group of companies are the biggest makers of automotive parts and 
accessories in Australia. 


QNE of the greatest instruments for 

obtaining efficiency that manage- 
ment can have, is the knowledge of 
what a job should cost apart from 
knowing what it ultimately does cost. 

The knowledge of what a job should 
cost for labour can only be obtained 
by determining the standard time for 
each of the individual operations re- 
quired to manufacture the part of pro- 
quired to manufacture the part or pro- 
duct concerned. 

Standard time may be defined as the 
time required by an average competent 
worker to perform a set operation over 
an extended period with predetermined 
facilities. 

For standard times to have any real 
value it is essential that all other fac- 
tors in relation to the performance of 
the operation be standardised. The 
material used must conform to standard 
specifications, and the facilities must 
be standardised. In introducing stand- 
ard times the management is forced to 
standardise the other factors involved. 

In looking at the practical applica- 
tion, it will be seen that we must, prior 
to commencing manufacture, decide on 
the method we are to employ, in other 
words we must plan the operations re- 
quired and standardise on them. 

Next we must determine the material 
_ is to be used and standardise on 
this. 

Then we must plan the machine tools, 
jigs, fixtures and other facilities re- 
quired, and standardise on them. 


Net Standard Time 

Subsequent on the finalisation of the 
above steps, a standard time is set, 
which may be in the form of an esti- 
mate or may be what is termed ‘firm’ 
if based on previous data or such things 
as Master Studies. 

The true standard time is arrived at 
by taking a series of Time Studies of 
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the elements of the operation being 
performed, or by basing it on data pre- 
viously obtained by this means. In 
addition to the net time required to 
perform an operation, it has been found 
in practice that provision must be made 
to cover such items as personal require- 
ments, fatigue, contingencies, etc. 


‘A’ Allowance 
For lack of something better, let us 
call this allowance ‘A’ allowance. 
This allowance is found to average 
in the region of 10%, being made up 
of 5% personal requirements, 23% 
fatigue and 24% contingency, although 
in the case of heavy work such as forg- 
ing it may be necessary to increase the 
fatigue allowance to 5%. 


‘B’ Allowance 

In addition to the ‘A’ Allowance, as 
mentioned previously, it has been found 
necessary in some types of work to 
make another allowance, which we may 
term a ‘B’ Allowance to cover certain 
aspects of production, such as set up, 
change of tools, opening of raw materi- 
als containers, etc. In this latter allow- 
ance items are usually included which 
may vary, and for convenience sake this 
allowance is not included in the gross 
standard time, but is added to the ‘total 
standard time by the Cost Department. 


Rating 

In the definition of a standard time 
mention was made of the ‘average com- 
petent worker and in taking a Time 
Study, it is more the exception than 
the rule that the operator is of ‘average 
competence’. As he is usually above or 
below, this necessitates an allowance 
being made to cover this divergence. A 
common practice is to rate the ag 
in other words a variation is made to 
the net standard time to take into ac 
count the speed and skill rating. An 
average competent workman is con- 
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LABOUR STANDARDS — Continued 


sidered to have a speed and skill rating 
100/100, and it is one of the functions 
of the Time Study Observer in com- 
piling his Time Study to rate the oper- 
ator in relation to this. Let us assume 
that we have rated an operator as 80 
for speed and 120 for skill, which 
means that his speed is below norm., 
although his skill is above. Taking 
these two factors into account you take 
a mean of the two, which means that 
he has a norm. of 100, and therefore 
may be considered to be the equivalent 
of an average competent workman. 
Should both of these factors fall below 
norm., such an operator with an aver- 
of 80, it is then necessary to decrease 
the observed time by 25%. 


Master Studies 


Quite a problem exists in keeping of 
Time Studies on a comparable basis. 
In actual practice it is found that slight 
variations do take place in the setting 
of standards for similar work, due to 
variations in the observer’s rating of 
the Operator, etc. For instance, it will 
be found that an operation can be Time 
Studied one day and a certain stand- 
ard time established, whilst the follow- 
ing day it can be re-studied by the 
same Observer with the same Operator 
when a slight variation, although small, 
may be noticed. 

To overcome this difficulty, we em- 
barked on an intensive programme of 
creating Master Studies, which in addi- 
tion to resulting in comparable stand- 
ard times, speeded up the work of estab- 
lishing firm standards. 


Measuring Stick 


We have now reached the stage 
where we know what we are to make, 
how we intend to make it, what we re- 
quire to make it with, and the time 
or cost it will take. With this informa- 
tion available the management has a 
very valuable asset, in the form of a 
tmeasuring stick’, but it still remains 
to determine how to measure perform- 
ance against this standard. 

In using standard times it is well to 

in mind that no alteration should 
be made to a standard time, once it is 
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established as being firm, unless the 
quality or the amount of work to be 
performed has been altered. This point 
cannot be too highly stressed if it is 
desired to receive the employees’ co- 
operation. Also in practice it has been 
found that in setting the standard 
everything should be ‘above board’, or 
in other words the employee should 
know that the operation he is perform- 
ing is being time-studied, and the time 
should not be reduced as a means of 
speeding up. 

Facilities should always be available 
in the same condition as when the Time 
Study was first made, and if an in- 
creased amount of work is required 
such as an improvement in quantity, an 
additional standard time must be allo- 
cated to the operation. 

Many people think that standard 
times are applied only in relation to 
piecework, but this, of course, is not so, 
as standard times have a very practical 
application in a shop or organisation 
working on day work. 

In a piecework set up, standard time 
is the basis against which an employee 
is paid, whereas in the latter applica- 
tion it is a measurement of perform- 
ance or efficiency of supervision. De- 
pendent upon the product being manu- 
factured, one of two types of standard 
may be employed, viz., Unit Standards 
or Group Standards. The former is 
usually used in a shop where a number 
of parts are being manufactured and 
leave the shop complete, whereas the 
latter is used say, on an assembly line, 
where a number of parts are assembled 
into a unit and a standard time is deter- 
mined for that group of assemblies. 

In looking at the measurement of the 
performance side we usually find that 
an organisation is split up in the manu- 
facturing side into a number of depart- 
ments with variations in burdens, etc. 
Dependent upon the size of the organi- 
sation, these departments may be 
broken up into a number of groups 
under different supervision or doing 
different types of work. Now if we know 
the amount of work which should come 
out of each group and what really does, 
we are in a position to locate fairly 
readily any weakness or excessive costs. 
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LABOUR STANDARDS — Continued 


One of the main aspects of standard 
labour times is the fact that it can be 
established today what the work per- 
formed yesterday cost which with job 
costing if not impossible, is well-nigh 
impossible, and furthermore you elim- 
inate the necessity for the employee 
making out his own job card. 


Reports 

In one organisation in each group 
or department, depending on size, a 
Production Control Clerk was stationed 
whose function it was to record, in 
duplicate, details of parts processed. 

This record was in the form of a 
daily list, one copy of which was for- 
warded to the Production Control 
Office for scheduling purposes, etc., and 
the other was forwarded to the Cost 
Department and used for determining 
the total standard time of that particu- 
lar group for the day. 

The practice of the Cost Department 
was to extend the quantity of each part 
processed by the standard time to give 
a gross standard time credit for the 
group for the day. 

By periodical floor checks, the Cost 
Department established the actual time 
absorbed for that group for the cor- 
responding day by multiplying the 
number of employees in the group by 
the hours worked. Credit would be 
given for any Group Transfers, for the 
time that any employee of the group 
spent on other work or in other groups. 
The Foreman or Lead Hand was re- 
sponsible for making out the Group 
Transfers, copies of which were given 
to the Time Clerk. 

The Cost Department was in posses- 
sion, by midday, of the actual hours 
expended by a group and the standard 
hours for the work produced, for the 
previous day. 

This information was then issued in 
the form of a Daily Efficiency Report, 
showing the actual hours and standard 
hours and the efficiency percentage— 
daily and to date. In addition to the 
Daily Efficiency Report a cumulative 
record was kept to cover the current 
month—this being necessary to cover 
variations in efficiency due to work in 
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progress which may not have been 
finalised, and therefore not credited in 
the form of standard time. 

A little while back I mentioned Group 
Standards and the procedure adopted 
here was similar to Unit Standards, 
with the exception that the group con- 
cerned was credited with standard time 
to cover a block of work rather than 
that appertaining to a particular part. 
Similarily, ‘A’ and ‘B’ Allowances were 
also used and applied in a similar man- 
ner. 


Summary Sheet 


It should be realised that in standard 
costing along the lines mentioned above 
no record is obtained of the actual cost 
of a particular part, but it is assumed 
that the overall efficiency of the group 
is related to each and every part pro- 
duced. This might be thought a dis- 
advantage, but in practice it is found 
that the Foreman will very quickly 
bring to the notice of the Time Study 
Observer any part that is requiring 
excessive time to manufacture. 

In the motor-body industry Group 
Standards were utilised on the assem- 
bly lines to throw up the high spots. 
In the initial production stages a check 
was made of the actual time expended 
on each operation by the Time Study 
Observer. A comparison would sub- 
sequently be made with the estimated 
or firm standards and corrective action 
taken, where necessary. 


Overall Efficiency 


Once a year it was found that in the 
motor-body industry the average over- 
all plant efficiency was in the region 
of 80%, so that we can say actual 
labour cost was standard time, plus 
25%, and it was on this basis that all 
estimated prices were calculated. In 
actual computation of the price, the 
average labour rate was written up the 
25% rather than each individual stand- 
ard time. 

Only a brief description of the meth- 
od used in the setting of standards and 
control of labour costs has been given, 
but it will be sufficient to give a reason- 
able appreciation of the methods 
adopted in practice. 
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The Company Secretary—and Goodwill 


By H. T. OAKEY 


A paper read to and discussed by the Secretarial Practice Group, Victorian Division, 
Australian Society of Accountants. 


THE GOODWILL of which I write is 

not the right granted by the seller 
of a business to trade as his successor. 
Neither is it the item which we some- 
times find among the assets in the 
balance sheet of a company—the kind 
of goodwill which has so often been 
defined by our learned judges. 


The goodwill to which I refer is that 
intangible something which is apparent 
in dealing with certain business houses ; 
the happy atmosphere which makes it a 
pleasure to work in an organisation; to 
own a share in a company; the kindly 
feeling, the heartiness which pervades 
some of our business dealings and asso- 
ciations. 

We know this goodwill exists but is 
rather hard to define. Perhaps it re- 
sults from the friendly efficient service 
we find in some retail stores, in the 
great airways, sometimes — but not 
often — in our public transport services. 
Maybe it is the feeling engendered 
when a public servant goes out of his 
way to be really helpful—unexpectedly 
but far more often than most of us are 
prepared to admit. Whilst this kind of 
goodwill is, in itself, intangible the re- 
sults certainly are not. 


How can the company secretary help 
to foster this friendly atmosphere, this 
intangible something, this goodwill 
which seemingly has little to do with 
the absence of competition, the situa- 
tion of business premises, the quality 
of the goods or even the use of an 
established name but without which the 
factors just mentioned are of far less 
value than would otherwise be the case? 

is something which enhances the 
reputation of a company and plays a 
Major part in attracting the old cus- 
tomers—and many news ones—to the 
old place. 
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The secretary occupies a somewhat 
unique position in a business organisa- 
tion. He is, of course, quite an im- 
portant executive by virtue of his 
special office although the degree of im- 
portance varies and depends, to a great 
extent on the business ability, character 
and personality of the secretary him- 
self. But whether the work of a secre- 
tary is confined to what may be termed 
purely secretarial duties, attendance at 
meetings, preparation of minutes, re- 
ports, official returns, etc., or whether 
the appointment embraces responsi- 
bility for accounting, cost accounting, 
office management, or other executive 
duties, the secretary always occupies a 
special position in relation to the other 
employees of a company. 


This is due to the fact that although 
an employee, he is necessarily very close 
to top management in the persons of 
the directors of the company who, act- 
ing as a board, are responsible to the 
shareholders for the management of the 
company. Usually the secretary is the 
point of contact for members of the 
company and the investing public. Often 
he takes part in or, at least, attends 
major company conferences. His in- 
fluence is felt in establishing the finan- 
cial policy and, through that the produc- 
tion and sales policy of his company. 


Thus directly or indirectly the com- 
pany secretary, in the course of his 
duties, touches on practically all phases 
of a company’s operations. It is the 
way in which the secretary makes these 
contacts that decides whether he will 
play a major part in enhancing goodwill 
of his company, its directors and execu- 
tives, not only in the eyes of the public, 
the shareholders and the general run 
of employees but also one with the 
other. 
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THE SECRETARY AND GOODWILL — Continued 


Let us first consider the position of 
the secretary in relation to share- 
holders. Frequently—perhaps I should 
say usually—the only contact the 
shareholder has with the company of 
which he is a member is through the 
secretary. Even then the contact is 
seldom direct. Nevertheless the secre- 
tary, in carrying out the regular duties 
of his office can engender goodwill for 
the company among its members. 


We will assume a company has been 
registered and applications invited 
from the public to take up shares. Does 
the prospective member receive a 
prompt acknowledgment of the safe re- 
ceipt of his money? Or must he wait 
patiently for weeks, not knowing 
whether his cheque and application 
arrived safely, possibly wondering 
whether the company really does exist 
or was it all a beautiful dream? It 
happened to me recently. After allot- 
ment, how long must the shareholder 
wait before he receives his scrip? Un- 
due delay will not promote goodwill. 


Our company commences business. 
Are shareholders left in the dark from 
one annual meeting to another and then, 
once a year, served with an apology of 
a report and practically no informa- 
tion regarding the conduct of the busi- 
ness in which he was willing to risk 
his money? Or are they kept fully 
informed with interim reports, news- 
paper paragraphs and the like? 

A shareholder wishes to sell some of 
his shares or, perhaps, buy some more 
shares. Is the transfer department 
functioning smoothly? Are transfers 
passed and new certificates issued 
promptly? This is important to the 
investing public. Perhaps a member 
has occasion to seek information. Can 
he be sure of prompt and courteous 
attention, preferably directly from the 
secretary? A member changes his ad- 
dress. Is this correctly and promptly 
recorded and the member informed that 
the change has been recorded in the 
register? Then the annual accounts. 
Are these set up in a form which the 
least figure-minded member can readily 
understand? Or must he seek the ser- 
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vices of an accountant to interpret the 
figures for him? 

The foregoing are small things. Many 
more will come readily to mind. It is 
well to remember that small things 
count. What may seem a minor matter 
to the secretary is often a very im- 
portant matter to the shareholder. Close 
attention to the little things will, in the 
long run, materially assist in establish- 
ing the goodwill of the members for 
the board and management of the com- 
pany. 


Directors 


Our next thought is “the directors”. 
Just what does this august body mean 
to the general run of employees in a big 
organisation? They seldom have direct 
contact with the board or with indi- 
vidual directors except in those com- 
panies which have working directors. 
Probably the average employee thinks 
of the board as a collection of elderly 
gentlemen—maybe not even gentlemen 
—who gather in the boardroom once 
each month to find ways and means of 
making enormous profits at the expense 
of the worker. 


Perhaps that is far fetched, but from 
impressions I have gained through fre- 
quent and close contact with workers 
in many different types of industry, it 
is not so far from the truth as one may 
suppose. As secretaries, we know that 
this is not the case. We know that the 
general run of directors are quite 
ordinary people in the main, very 
human, each with his pet hobby or 
abomination. Men with likes and dis 
likes, strengths and weaknesses, some 
broadminded, others the reverse. Men 
who, although concerned with profits, 
are not necessarily neglectful of the 
welfare of those who work in the com- 
pany. But whatever directors may be 
like as individuals, as a board they are 
responsible for the well-being and suc- 
cess of the company. 

It is the responsibility of the secre 
tary, as far as is within his power, to 
see that the board of directors is seen 
in the right perspective. How can this 
be effected? Not by direct discussion or 
approach but rather by implication. 
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THE SECRETARY AND GOODWILL — Continued 


Time does not allow much scope for 
examples, but I suggest one approach is 
the manner in which instructions 
issuing from the board through the sec- 
retary are conveyed to the executives 
and staff concerned. This applies 
particularly to the more formal instruc- 
tions, regulations and the like. The 
way these instructions are worded is 
important. The personal element must 
be considered. 

Some instructions I have experienced 
read more like the by-laws of a shire 
council or the command of some all- 
powerful dictator than a policy instruc- 
tion from one section of an organisation 
to those in other sections. An instruc- 
tion is an instruction. It is meant to 
be obeyed. But it can be phrased in 
such a way that it reads rather more 
like fatherly advice for the benefit of 
all concerned. If badly worded it will 
immediately raise all the hairs on the 
back of the necks of those to whom it 
is addressed. It can be the precursor 
of much friction. 


Of course, I exaggerate, but I think 
the point I have tried to make is quite 
clear to all. 

What is the position of the secretary 
in relation to the staff and the general 
run of employees of the organisation? 
In so far as the office staff is concerned 
we all know how necessary is goodwill 
throughout the office. Where the secre- 
tary is the office manager he will 
naturally foster an atmosphere of good- 
will not only for his peace of mind but 
because, without it, he cannot expect 
efficiency and loyal service. In large 
offices the control of sections is often 
delegated to subordinates. The secre- 
tary must see that these junior officers 
appreciate the value of goodwill not 
only in their own sections, but also 
between one section and another. Some- 
times a junior officer—and sometimes a 
senior also—is inclined to be too full 
of his own importance. It is so easy 
for a little brief authority to go to the 
head. This upsets the staff and office. 
The wise secretary will see that this 
rg of thing is not allowed to go too 
ar. 
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Tact Needed 


Sometimes the secretary can upset 
the apple cart. Thoughtless behaviour, 
tactlessness in going over the head of a 
junior officer instead of passing down 
the line of authority is resented and can 
cause friction if the one passed over is 
the type who is so easily slighted. A 
silly attitude we agree, but it does hap- 
pen. Where female staff are employed 
one must beware the not so young 
female who by reason of her age or her 
long service feels she is empowered to 
interfere with the junior members of 
the staff. This can cause havoc and 
such females—and sometimes males— 
must be taken in hand at the first sign 
of unauthorised bossiness. 


All in all, the office staff is so close 
to the secretary that he must necessarily 
give it all of his attention if he wishes 
for efficiency combined with congenial 
working conditions. These, after all, 
depend on personal relationships far 
more than service amenities such as 
canteens, rest rooms, provident funds 
and the like. 


If the secretary does all that is pos- 
sible to foster a spirit of goodwill in 
his own department has he any further 
responsibility in regard to the shop, 
production or similar operative staff. 
There is a tendency, fortunately less 
noticeable to-day than was the case a 
few years ago, for the office staff to 
adopt an air of superiority in regard to 
the factory or retail sales staff. Per- 
haps it was not intentional but it cer- 
tainly existed. 


Now that the employees on the pro- 
duction side often make considerably 
more wages than the office staff that 
sort of thinking seems a little out of 
date. We have a new generation to 
deal with, but there is evidence that this 
silly snobbery does still exist. The sec- 
retary should see that his own staff 
gets a true perspective of the part of 
the office in the whole organisation. 
They must learn that all departments 
have their separate functions, some 
seemingly more important than others 
but, nevertheless all essential if the 
operations of the organisations are to 
proceed smoothly. 
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THE SECRETARY AND GOODWILL — Continued 


Although the office is not now 
generally regarded as a sort of incubus 
hanging around the neck of the busi- 
ness, neither is it the be all and end all 
for which the whole of the business 
exists. The interdepartmental relation- 
ships can be illustrated in the office 
manual if there is one. In a small or- 
ganisation the attitude of the secretary 
indicates to the rest of the staff the 
attitude to be taken in dealing with 
members of the staff of other sections 
and departments. 


Inside and Out 


In some organisations friction exists 
between the office and the outdoor sales 
staff. This is particularly noticeable 
when the office is responsible for the 
collection of reports, vetting the ex- 
pense sheets and similar routine func- 
tions which if not carried out in a tact- 
ful manner can be most irritating to the 
outside man. That friction does some- 
times exist is understandable. Most 
salesmen are anything but system 
minded. They are not as a rule 
methodical. The methodical ones are 
seldom the best salesmen although often 
they become good sales managers. 
Routine is tiresome to the salesman, but 
modern sales procedure requires 
method and system. In most success- 
ful organisations the old hit and miss 
methods of the past are no longer 
tolerated. Records are kept. The sales- 
man must keep the sales manager fully 
informed. Expense sheets are required 
and classified. All very necessary but 
all most irksome to the average sales 
representative. He resents the addi- 
tional work entailed in preparing long 
reports. Paper work, other than writ- 
ing up orders, is regarded as so much 
waste of time. 

Sometimes, it is true, the amount of 
paper work thrust on to the outside 
salesman seems to be out of all propor- 
tion, but some paper work is essential. 
If the office is continually pushing the 
salesman for his returns friction may 
occur. The salesman is right, to some 
extent, in his contention that all the 
returns in the world will not sell a 


228 


pennyworth of goods. But often he is 
wrong in under-estimating the overall 
value of records in marketing. In this 
field there is often ample scope for the 
secretary to ensure that the two depart- 
ments work amicably and with a maxi- 
mum of goodwill. 

In many of the larger public com- 
panies, public relations is a definite sec- 
tion often with a trained public rela- 
tions officer in control. In the general 
run of companies, although occasional 
use may be made of outside agencies, 
often it is the secretary who is required 
to carry out this important function. 
Very often statements to the press are 
the responsibility of the secretary. He 
is required to inform shareholders, the 
stock exchange and the public generally 
of happenings of interest. Reports of 
directors; the chairman’s speech — or 
the groundwork for it—are prepared 
by the secretary. Usually he is re 
sponsible for the manner in which the 
accounts are presented. 

The manner in which these duties are 
carried out certainly affects the good- 
will of the company in its relationship 
with stock exchanges, shareholders, in- 
vestors and the public generally. These 
matters were referred to in my open- 
ing remarks so I shall not repeat my- 
self except to say that the secretary has 
a very direct responsibility in these 
matters and can make or mar the good- 
will of his company to a marked 
degree. 

In many companies the secretary is 
also the credit officer. Even when the 
duties are undertaken by another 
officer the secretary is usually in con- 
trol. We have had several papers on 
this subject and we all know how im- 
portant are the functions of a credit 
department in a business and how the 
lack of proper understanding will 
quickly dissipate goodwill carefully 
built up over a long period. It is im- 
portant to retain the goodwill of a tardy 
payer who may otherwise be a 
customer. Constant prodding is neces- 
sary, but the prodding must be gentle 
and not result in nasty bruises. The 
position in regard to creditors is not 
dissimilar to that of debtors. The main 
difference is sometimes we are the 
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THE SECRETARY AND GOODWILL — Continued 


tardy payers who need constant prod- 
ding. We must learn to take the 
prodding in good grace. 
Creditors’ Goodwill 

The goodwill of our creditors is of 
almost as great importance as the good- 
will of our debtors. Many firms were 
made aware of this in the days of 
shortages now happily passed. One 
factor which helps us to retain the good- 
will of our creditors is prompt payment 
on due date. If, as is sometimes the 
case, this is not possible the creditors 
should be kept fully informed so that 
prodding is not necessary. Orders 
should be concise in regard to goods, 
prices and delivery. Terms and condi- 
tions should be clearly stated. Claims 
for credit should be lodged with full 
details. Discounts should not be de- 
ducted after due date on the chance of 
getting away with it, and exchange 
should be added when paying accounts 
where necessary. There are dozens of 
ways in which the office can add to the 
goodwill of both creditors and debtors. 

I have endeavoured to draw attention 
to some of the ways and means whereby 


a secretary can assist in creating good- 
will within his organisation and also 
for his organisation. The examples I 
have given are those which are most 
obvious, but many others will occur to 
secretaries. Most of us are fully alive 
to the value of external goodwill, if 
I may use that phrase, and we do every- 
thing possible to foster and preserve it. 

But sometimes we do not appreciate 
to the full that goodwill of the lasting 
kind is not built in a day but through 
one lapse it can be lost in a few minutes. 
Goodwill may be obtained by one single 
act, but usually it is the result of the 
long accumulation of many things — 
mostly small things. Courteous service, 
prompt attention, care in execution of 
orders, friendly letters and a pleasant 
telephone approach, all combine to 
create goodwill. Internally friendly co- 
operation, appreciation of the other 
fellow’s viewpoint, help to engender 
goodwill within the organisation. 

A company which is a happy organ- 
isation, a good place in which to work, 
will naturally reflect goodwill and 
other things being equal, has a head and 
shoulders start over its competitors. 
Truly the spirit of goodwill is all- 
important. 


Profits Better ! 


Profits of 582 Australian companies in 1953 averaged 7} per cent. on share- 
holders’ funds aggregating £632 million. 
Comparable return in 1952 was under 74 per cent. according to Common- 
wealth Bank statistics. 
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Some Thoughts on Capital, Labour, the 
Economy and the Accountant 


By CHARLES C. SMITH 


sition are submitted as an un- 
biased view, and it is hoped that they 
will be so accepted. Any seeming criti- 
cism of things as they are is offered in 
the spirit that through constructive 
criticism lies the pathway to better- 
ment. 


Australia, like every nation, has its 
own particular economic problems. It 
is largely self-supporting in the matter 
of food, but not yet in the manufacture 
of capital and consumer goods. If the 
population was sufficiently large to ab- 
sorb virtually the entire primary pro- 
duction, and capital and consumer re- 
quirements could be met from its own 
resources, then the present dependence 
on world conditions would be con- 
siderably mitigated, as the prices ob- 
tained for any small surplus available 
for export, against the minimum re- 
quirements of imported manufactured 
goods would have little effect on the 
economy. 


As conditions are, however, the trend 
of world prices has a vital bearing on 
profit margins and, consequently, on 
the surplus available for investment 
and industrial expansion. There is a 
high wage structure cost and yet, as a 
leading primary producer, the country 
is dependent on exports of these pro- 
ducts to ensure the imports so neces- 
sary to maintain the present standard 
of living and develop the nation’s re- 
sources. 


A severe fall in prices for wool, grain 
and dairy products would mean reduced 
imports, lowered profit margins, and a 
heavy blow at wage rates. Therefore 
Australia must aim at a more balanced 
economy as between primary products 


(THESE few brief thoughts on the 
po 
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and industrial production, so that there 
will not be the same dependence on 
external conditions, and a world reces- 
sion may be cushioned to a considerable 
degree by internal balance. 


What is the current position in Aus- 
tralia, and how is the economy geared 
to cope with the extensive expansion 
now taking place? 


In the case of industry and commerce 
where the greatest expansion is likely 
to occur, there is capital, with which 
can be merged the employers, the new 
force now emerging so strongly as a 
vital factor in management, and labour. 
The flow of capital investment is trans- 
lated into plant, equipment, buildings, 
etc., from the employment of which will 
flow the tide of production. 


This unification becomes a productive 
organism requiring the planning of 
policy and its execution. Do those re- 
sponsible for this fully face up to their 
responsibilities, as they must play a 
leading role in shaping the destiny of 
the nation. 


As the controllers of a very large 
portion of the labour force from whom 
loyalty and efficient service is expected, 
there should be every attempt made to 
gain the respect of labour and, at the 
same time, maintain that essential 
esprit de corps so necessary to attain 
united effort. Just as in the field of 
of sport, the team captain should com- 
mand the respect of his fellow players, 
while still merging with them in the 
common effort. 


To lead it is necessary to know: n0 
employee will hold those in control in 
high regard if it is obvious that they 
do not know the job. It is not to be 
expected that the controllers should 
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SOME THOUGHTS — Continued 


always know every detailed working 
operation better than the operators, but 
it should be abundantly clear that a 
greater appreciation is possessed of the 
wider aspects of the work being per- 
formed coupled with a useful working 
knowledge of details. 

Australian management does not ap- 
pear to have associated itself very 
closely with the former Anglo-American 
Council on Productivity, when surely 
its duty to the community should be to 
learn all it can from other countries. 
No matter how good one is at anything, 
there is always something to learn from 
the other fellow. By the pursuit of 
knowledge lies the path to power, and 
if those who have achieved a high 
standard of efficiency are prepared to 
show how they do it, then full advantage 
should be taken of the opportunities 
thus afforded. 


Efficiency is Key 
There would appear to be too little 


stress laid on management efficiency as 
one of the keys to the reduction of high 
productive costs. Taxation is so often 
cited as a primary factor of inflationary 
prices but other countries have much 
heavier tax burdens than Australia and 
can still produce and export first-class 
products at competitive prices while 
maintaining relatively high standards 
of living on the home front. 


Management in this country must 
aim at reducing the cost of production, 
through a thorough knowledge of its 
job, the training of those who are to 
follow, and the introduction of incentive 
systems wherever possible, together 
with the use of machines in every 
sphere where they can be utilised to ad- 
vantage. Paper work also can so often 
run away with a large slice of the 
profits and the volume of figures should 
alwavs be kept under constant review. 
Simplicity must ever be the keynote so 
that there may be the minimum use of 
paper with the maximum employment 
of systems of control and clearly de- 
mg and fully understood administra- 
ion. 
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What now of labour — almost the 
whole element of cost — for after all 
when we trace anything back to its 
origin, nature provides all things free, 
asking only man’s efforts to obtain 
them. Thus the cumulative cost of 
human endeavour represents true value. 

It is essential that labour adopt an 
enlightened attitude towards its place 
in the economy. If we look to America 
we find that there labour welcomes the 
introduction of every device which, by 
a reduction of human effort, will 
cheapen the product and _ thereby 
strengthen the competitive efficiency of 
the undertaking, allow it to build up 
reserves, and thus create a greater 
measure of security of employment, 
whilst providing a cheaper product for 
the benefit of all. 

It is to be feared that labour as a 
whole may not treat management with 
the respect it should deserve. This may 
be the fault of management itself in not 
earning the right to receive that respect. 
Whatever may be the cause, if not 
effectively controlled, there is the con- 
stant danger that too much familiarity 
may lead to econtempt—so damaging to 
efficiency. 

The basic wage system ensures to a 
considerable degree that labour will not 
be exploited, and if enlightened manage- 
ment will place the opportunities in the 
hands of labour to earn a standard of 
living in keeping with the productive 
effort put forth, then labour should re- 
act by giving the community the best 
of which it is capable. Thereby may a 
combination be created of capital, 
management and labour which wisely 
and judiciously co-ordinated could place 
Australia in a position to show the 
world how the maximum effective use 
of her resources can be utilised. 


The average Australian worker is 
possessed of a high degree of intelli- 
gence: proprietors and managers must 
likewise be of high intellect, coupled 
with a keen sense of business acumen, 
the requisite knowledge of their particu- 
lar job, and those they must guide. 
Added to this must be the constant pur- 
suit of further knowledge. 

If we have this combination, why, 
then, is the cost structure so high? As 
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SOME THOUGHTS — Continued 


stated, taxation bears a favourable com- 
parison with that of other nations, so 
it is necessary to look elsewhere for an 
answer. 


It would appear that a major factor 
may be found in the productive struc- 
ture itself; in effect that the weakness 
could be in combining the elements of 
productivity to give the optimum re- 
sults. Organised labour is not in favour 
of incentive schemes; management has 
not fully studied the most effective 
utilisation of labour; and, most import- 
ant of all, the possibility that Australia 
is obtaining an artificially high standard 
of living due to fortuitous circumstances 
in the high export prices of its primary 
products, thereby permitting a greater 
measure of reward for effort than could 
be maintained solely from the economic 
return obtainable were there no subsidy 
a the favourable balance of overseas 
trade. 


Where now does the Accountant fit 
into this scheme of things, and is the 
profession playing its full part in guid- 
ing the controllers in a constant quest 
for reduced costs, increased efficiency 
and financial stability? 


This country in relation to its popula- 
tion has a far greater number of ac- 
countants proportionally than either 
Britain or America — and accountants 
are an overhead expense. Therefore 
they must fully justify their place. It 
would seem that many members of the 
profession must be filling positions 


which are not in keeping with their 
abilities, as otherwise Australia should 
be in the forefront with an exceptionally 
high degree of industrial and com- 
mercial efficiency but, from a broad 
survey of the scene, there is some cause 
for doubt. 

Does the fault lie with Management 
or the profession? Is it the case that 
management insists on qualified ac- 
countants for posts which could quite 
as well be filled by unqualified clerks 
at lower salaries? There would appear 
to be some support for this suggestion 
and, therefore, that would mean that 
many accountants are not being utilised 
to the best advantage. 

The accountant should be an 
acknowledged expert in his particular 
field, and to be placed in positions where 
his specialised knowledge and training 
is not fully employed is tantamount to 
the wasteful use of a costly asset. 

It is to be feared that in making ap- 
pointments too much stress is laid on 
qualifications for positions where such 
qualifications are not really necessary, 
and if accountants are to play their full 
part in an efficient and orderly ex- 
pansion of the country’s economy, then 
it would appear that a stricter code 
should be applied so that through the 
remuneration standards set for quali- 
fications and experience, the accountant 
would be placed in a position where his 
abilities would be fully recognised and 
used. 

Let the country obtain the maximum 
use of the assets which it creates. 
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Long Service Leave 
— The Victorian Act 


By R. J. McDONALD, An Assistant Industrial Officer of the Victorian 
Chamber of Manufactures 


A paper read to the Secretarial Practice Group of the Victorian Division 


THE VICTORIAN Parliament recently 

passed an Act entitled the Factories 
and Shops (Long Service Leave) Act 
1953 which came into operation by 
Proclamation on 26th November, 1953. 

The Act in my view does not apply 
to any employee working under a 
Federal Award, but covers persons who 
are award-free, those to whom wages 
board determinations extend, and in- 
cludes managers and other executives, 
but not directors who are not actually 
working in the business. No automatic 
entitlement to leave attaches to any ex- 
employee whose employment ended 
prior to 26th November, 1953, irrespec- 
tive of the number of years continuous 
employment he may have completed 
with the same employer. 

There is a provision, however, which 
protects an employee’s rights if his ser- 
vices were terminated by an employer 
prior to 26th November, 1953, and since 
3lst May, 1953, in order to avoid his 
(the employer’s) prospective obliga- 
tions under the Act. If an employee’s 
services were terminated by an em- 
ployer with this end in view between 
those dates, the employee having com- 
pleted at least ten years’ continuous 
employment at the date of termination, 
he may claim leave up to that date. 

Continuous employment must be em- 
ployment with the one and the same 
employer, but if a business changes 
hands, whether before or after the com- 
mencement of the Act, the incoming 
employer assumes any and all obliga- 
tions of the old employer at the time 
the change took place, and for the pur- 
poses of the Act, continuous employ- 
ment with the previous owner is deemed 
to be continuous employment with the 
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new employer. This is one of the un- 
satisfactory features of the Act which 
can operate harshly against an em- 
ployer who purchased a business within 
a short period of time prior to the Act 
taking effect, in as much as he has 
taken over long service leave obliga- 
tions of the existing employees without 
having had any previous opportunity 
to make provision for such liabilities. 

Service is deemed to be continuous 
notwithstanding interruptions or ab- 
sences of the kind mentioned in Section 
8 (1) of the Act as follows:— 

(a) the taking of any annual leave 
or long service leave; 

(b) any absence from work of not 
more than fourteen days in any year 
on account of illness or injury; 

(c) any interruption or ending of the 
employment by the employer if such 
interruption or ending is made with the 
intention of avoiding obligations in re- 
spect of long service leave or annual 
leave ; 

(d) any interruption arising directly 
or indirectly from an industrial dis- 

ute ; 
(e) the dismissal of a worker if he 
is re-employed within a period not ex- 
ceeding two months from the date of 
such dismissal; 

(f) the standing down of a worker 
on account of slackness of trade; 

(g) any other absence of the worker 
by leave of the employer, or on account 
of injury irising out of or in the course 
of his employment. 

The interruptions or absences of the 
kind mentioned in paragraphs (a) to 
(c) are counted as part of the period of 
continuous employment, but the time 
lost referred to in paragraphs (d) to 
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LONG SERVICE LEAVE — Continued 


(g) has to be made up. It is interest- 
ing to note that paragraph (d) includes 
the period whilst men are on strike, so 
that a strike does not break the con- 
tinuity of employment. Any period of 
service as a member of the naval, 
military, or air forces (other than as a 
member of the permanent force) of the 
Commonwealth of Australia, or as a 
member of the Civil Construction Corps 
established under the National Security 
Act 1939, counts as employment with 
the employer by whom the employee 
concerned was last employed before he 
commenced to serve in the Forces or 
Corps. 

The continuous employment of an em- 
ployee commences at the actual date he 
began employment with his employer, 
but if he has completed more than 
twenty years’ continuous employment at 
the 26th November, 1953, the extent to 
which it is in excess of twenty years is 
disregarded. For example, if an em- 
ployee has been in the continuous em- 
ployment of an employee for 35 years 
when the Act came into force, he is 
credited with having completed 20 
years only. In most cases the earliest 
date from which entitlement to long 
service leave commences to accrue to 
employees covered by the Act is 26th 
November, 1933. 


Prior Entitlement 


There is one circumstance, however, 
under which entitlement would begin 
prior to that date, and is as follows. 
An employee commenced employment 
with an employer in, say, 1927. He was 
stood down on account of slackness of 
trade for six months in 1935, and for a 
further six months in 1937. If his ser- 
vice prio rto 26th November, 1933, was 
not counted, then at the date of opera- 
tion of the Act he would be credited 
with having completed 19 years’ con- 
tinuous employment only, when in 
actual fact he had completed approxi- 
mately 25 years. In this instance, of 
course, he would be credited with 20 
years’ continuous service. It may be 
noted here that in connection with the 
general question of “standing down”, 
the Act provides that in the case of an 
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employee whose last employment was 
temporary ageoyment during a stand 
down period, the employer by whom the 
employee was last employed is deemed 
to be the employer who stood down the 
employee. So that when an employee's 
rights (as to continuous employment) 
begin to accrue again after the period 
of stand down has ended, they carry on 
from where they left off with the em- 
ployer concerned when the stand down 
begun. 

Any long service leave or payment 
in lieu thereof which has been granted 
to an employee shall be taken into ac- 
count and be deemed to be leave taken 
under the Act. This means that where 
an employer has prior to the coming 
into operation of the Act granted long 
service leave or payment in lieu there- 
of to an employee, such leave or pay- 
ment is set off against the employee’s 
entitlement when the Ac% became law. 


Exemptions 


Exemption from the provisions of the 
Act may be obtained upon application 
by an employer to the Industrial Ap- 
peals Court if the Court is satisfied that 
an employer’s scheme entitles an em- 
ployee on a basis not less favourable 
than the Act to— 

(a) long service leave, or, 

(b) superannuation benefits, or to 
superannuation benefits and long ser- 
vice leave, (whether or not solely at 
the cost to the employer, but at no less 
cost to the employer than the cost in- 
volved in providing long service leave 
under the Act), and, 

(c) that it is in the best interests of 
the employees concerned that the 
exemption should be granted. 

The Court may grant an exemption 
to an employer in respect of all or any 
or any class of his employees. 

At the time this article was written 
(April, 1954) no regulations under the 
Act had been promulgated, and because 
of this position it was not known what 
form applications for exception would 
take. Accordingly, employers have been 
unable to apply for exemption on ac- 
count of the existence of their various 
schemes, and the Court has not been 
able to deal with the matter generally 
or lay down basie principles. 
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LONG SERVICE LEAVE — Continued 


Various questions arise relating to 
exemption which only the Court can 
determine. One of such is the position 
where an employer’s contributions in 
connection with superannuation benefits 
do not amount to at least what the 
cost to him would have been for pro- 
viding long service leave under the Act 
at the time an employee qualifies for 
leave or a cash payment. It may be 
that the Court will decide that provided 
the employer’s scheme is amended to 
cover this point with retrospective ap- 
plication if necessary, exemption will 
be granted. 


The position referred to could arise 
where an employer’s scheme had only 
been in operation for a short period 
prior to the Act becoming law or where 
an employee had been a member of the 
scheme for part only of the period of 
his employment with the employer. 
Another instance of a question requir- 
ing decision by the Court is the circum- 
stance where the employer’s scheme 
provides for an assurance policy on the 
life of each member of the scheme and 
a member leaves the employer’s service, 
but obtains back by way of surrender 
value from the policy an amount equal 
to his contributions only. 


In the process of surrendering the 
policy, the employer’s contributions, 
whilst at least equal to the cost which 
would have been involved in the pay- 
ment of long service leave under the 
Act are lost; is he obliged to then meet 
the claim under the Act which would 
follow? 


As previously indicated, continuous 
employment must be with one and the 
same employer. In other words, long 
service leave entitlement is not carried 
from one employer to another except 
in one instance only, which was men- 
tioned earlier in this article. That is 
in the case of transmission of a business 
from an employer to another employer 
when, for the purposes of the Act, an 
employee who at the time of such 
transmission was an employee of the 
transmittor in that business becomes 
an employee of the transmittee. “‘Busi- 
hess” is defined as including trade pro- 
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cess, business or occupation, and in- 
cludes part of any such business. 
“Transmission” includes transfer, con- 
veyance, assignment, or succession, 
whether by agreement or by operation 
of law, and “transmitted” has a corres- 
ponding interpretation. Note here the 
liability to pay long service leave if 
exemption not obtained, irrespective of 
worth of employer’s scheme. 


10 Years’ Service 


No long service leave rights attach 
to an employee until he has completed 
at least ten years’ continuous employ- 
ment with the same employer. 


“When an employee has completed at 
least ten, but less than twenty, years of 
continuous employment and his employ- 
ment is terminated by the employer for 
any cause other than serious and wilful 
misconduct, or by the employee on ac- 
count of illness, incapacity, or domestic 
or any other pressing necessity where 
such illness, incapacity, or necessity is 
of such nature as to justify such 
termination, he is entitled to an amount 
of long service leave equal to one- 
eightieth of the period of his continuous 
employment.” (The words quoted are 
for practical purposes those of the Act.) 


When an employee has completed 
twenty years’ continuous employment 
with one and the same employer he is 
entitled to thirteen weeks’ long service 
leave on ordinary pay. If he has not 
taken any long service leave and his 
services are terminated by him or his 
employer for any reason whatever, then 
he must be paid the thirteen weeks’ 
entitlement. 


After an employee has completed 
twenty years’ continuous employment 
and he carries on in the service of the 
same employer, he continues to accrue 
leave at the rate of three and a quarter 
weeks for each five years of additional 
employment completed. If he has com- 
pleted more than twenty years’ con- 
tinuous employment and his employ- 
ment is terminated, either by the em- 
ployer for any cause other than serious 
and wilful misconduct, or by the em- 
ployee on account of illness, incapacity, 
or domestic or any other pressing 
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LONG SERVICE LEAVE — Continued 


necessity, where such illness, in- 
capacity, or necessity is of such nature 
as to justify such termination, he is 
entitled to such amount of leave as 
equals one-eightieth of the period of his 
continuous employment since the last 
accrual of entitlement to leave, cal- 
culated on the basis of thirteen weeks’ 
leave after twenty years’ employment, 
and an additional three and a quarter 
weeks for each additional five years 
completed. 

For example, an employee has com- 
pleted twenty-seven years’ employment 
and leaves his employer’s service for a 
reason coming within those set out by 
the Act sufficient not to deny him pro 
rata leave. He has not taken any long 
service leave up to the date of termina- 
tion. He would be entitled to receive 
payment for 17 and_ seven-twelfth 
weeks on ordinary pay, calculated as 
follows :— 

20 years’ continuous employment, 13 
weeks’ pay; additional first 5 years’ con- 
tinuous employment, 3} weeks’ pay; 
additional 2 years’ continuous employ- 
ment (1/80th of 2 years), 1-1/3 weeks’ 
pay; total, 17-7/12th weeks’ pay. 


Difficulties 


Whenever the Legislature enters the 
preserves of a properly constituted 
tribunal, it is usual to find difficulties 
arising, and this Act does not prove to 
be any exception. For instance, in con- 
nection with pro rata entitlement to 
long service leave, how is “serious and 
wilful misconduct” as referred to by the 
Act defined? Can misconduct be de- 
fined in degrees? Is there a line of de- 
marcation? No doubt these questions 
may be determined by the Court as will 
others which surely will arise in rela- 
tion to the adequacy for the purposes 
of the Act of an employee’s reason for 
leaving his employment of his own 
accord. 

If an employee leaves his employment 
to take another job, is that circumstance 
a “pressing necessity”, and therefore 
sufficient to entitle him to pro rata 
leave? It would not, appear so, except 
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perhaps under certain conditions. An 
employee who claimed he was compelled 
to accept other (more lucrative) em- 
ployment because he was unable to sup- 
port his family on his previous rate of 
pay might perhaps be able to sub- 
stantiate such a claim, but would have 
to do so by sworn evidence. The mere 
allegation would be insufficient. In 
another case, an employee may be leay- 
ing to set up in business on his own 
behalf. 


Once again the question, is this a 
“pressing necessity”? Another 
example is the instance of a married 
woman desiring to terminate her asso- 
ciation with business life, wishing to 
retire to the performance of domestic 
duties. Is this deemed a domestic neces- 
sity? These questions and others will, 
it seems, come before the Court 
eventually, and will be considered in the 
light of the particular circumstances 
applying. They illustrate the difficul- 
ties caused in industrial relations. 


When an employee becomes entitled 
to take long service leave it must be 
granted by the employer as soon as 


practicable having regard to the needs 


of his establishment. However, a post- 
ponement to such date as is mutually 
agreed may be arranged. An employee 
if he so desired and the employer agreed, 
could defer the taking of leave until 
he was due to retire. 


No employee is entitled as of right 
to take leave before 31st December, 
1954, but may do so if the employer 
agrees. The taking of leave after 31st 
December, 1954, may be deferred to any 
date as is mutually agreed upon, or in 
default of agreement, to a date as 
directed by the Industrial Appeals 
Court, but no such direction shall re- 
quire the leave to commence before 
the expiry of six months from the date 
of such direction. 


Long service leave may be taken in 
two periods by agreement, but other- 
wise, in one period only. Payment in 
cash may not be made in lieu of leave 
unless the employee’s services are being 
terminated or dispensed with, or he 
dies and he has some entitlement. Pub- 
lic and trade holidays occurring during 
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the leave are not added to the period, 
but annual leave must not be included. 


An employee is entitled to payment 
for leave at the ordinary time rate of 
pay being received at the time leave 
accrues, irrespective of when leave is 
taken. This means that if an employee 
takes long service leave, say three years 
after he completed twenty years’ em- 
ployment, he would be paid for the 
leave at the rate of pay he was receiv- 
ing at the time of completion of the 
twenty years’ period. 


If an employee dies before or whilst 
taking leave, his employer shall pay to 
his personal representative a sum 
equal to the amount of ordinary pay 
that would have been payable to the 
employee in respect of the period of 
leave not taken, less any amount already 
paid to the employee in respect of any 
such leave not taken. Provision is made 
in the case where an employee dies 
whilst in the employer’s service, having 
completed more than twenty years’ con- 
tinuous employment, or at least ten but 
less than twenty years, for his personal 
representative to receive payment for 
the periods of employment completed by 
the employee in excess of, or less than 
twenty years, on a pro rata basis. 


The ordinary pay of an employee on 
long service leave shall be paid to him 
by the employer when the leave is 
either— 

(a) in full when the employee com- 
mences his leave; or— 

(b) at the same times as it would 
have been paid if he was still on duty; 
in which case payment shall, if the 
employee in writing requires, be made 
by cheque posted to a specified address ; 
or— 

(c) in any other way agreed between 
the employer and the employee. 

The act provides for disputes relat- 
ing to entitlement to leave, recovery of 
pay, etc., to be heard and determined by 
a Court of Petty Sessions, from any 
determination or order of which lies 
an appeal to the Industrial Appeals 
Court, whose decision shall be final and 
without appeal. 
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No employee is permitted to accept 
employment for hire or reward whilst 
he is on long service leave, and no em- 
ployer is permitted to knowingly em- 
ploy any employee on such basis when 
he is on such leave. 


There are several sections of the Act 
covering such matters as the prohibi- 
tion of contracting out of the pro- 
visions of the Act by either party, 
keeping of records by the employer, 
powers of inspection and offences and 
penalties. It would not seem necessary 
for the purposes of this article to go 
into details of such, excepting as to 
employers’ records. Every employer is 
obliged to keep or cause to be kept a 
long service leave record in or to the 
effect of the form and containing the 
particulars prescribed by regulations to 
be made under the Act. 


A matter which has troubled some 
employers is the question whether a 
Federal Award covers supervisory em- 
ployees and thereby excludes such em- 
ployees from long service leave entitle- 
ment under the Act. The types of em- 
ployees concerned are foremen, sub- 
foremen, superintendents, etc. The 
answer to this question depends upon 
the incidence of the award, scope, and 
parties bound. Some awards provide 
classifications for the work performed 
in the industry, and unless an employee 
is doing work for which a classification 
is provided, he is not covered by the 
award. On the other hand, other 
awards in addition to listing specific 
classifications include what is termed 
an “all others” classification. 


In such cases if the incidence clause 
of the award is wide enough, generally 
speaking, the employee would be 
covered by the award. 


For example if an award includes an 
“all others” classification, and the inci- 
dence clause extends to all employees, 
whether members of an organization 
or not, employed in any capacity what- 
soever in or in connection with or inci- 
dental to the industry, etc. In this case, 
the supervisory employees would come 
within the “all others” classification. 
It will be appreciated, therefore, that 
in each case the award governing the 
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LONG SERVICE LEAVE — Concluded 


industry in which the employee is en- 

gaged must be closely examined in order 

to reach a decision. 

There are a number of other ques- 
tions in connection with long service 
leave entitlement which may probably 
have to be eventually determined by an 
appropriate industrial authority. They 
arise mainly in relation to transfer of 
employment from State to State. 
Examples are:— 

(a) An employee has been transferred 

by his Company from New South 
Wales to Victoria. Is the service 
outside Victoria taken into account 
for the purposes of the Victorian 
Act? 
An employee completes eight years’ 
service in Victoria, is transferred 
to New South Wales for six years 
and then re-transferred to Vic- 
toria. Does any part of the period 
of fourteen years’ service count as 
continuous employment under the 
Victorian Act? 


(c) An employee has completed 
twenty-four years’ service, twenty- 
two of such being completed over- 
seas. Is the two years’ service in 
Victoria only taken into account? 
An employee is transferred from a 
company to one of its subsidiaries 
(both located in Victoria) trading 
under a different name from that 
of the parent company. Is the em- 
ployee, during the term of engage 
ment with both companies, entitled 
to have the whole period of his 
service treated as continuous em- 
ployment under the Act? 

Other examples could be quoted, but 
the illustrations are sufficient to demon- 
strate the problems arising. 

Another matter for determination is 
the instance where an employee has 
been employed (by the same employer) 
under a Federal] Award and is subse- 
quently brought under a State de 
termination and the question posed here 
is whether the period of service under 
the Federal Award counts when assess- 
ing long service leave entitlement. 





THE CLEARING HOUSE 


What Does a Letter Cost? 


On my workings I find the cost of 


a typed letter to average around 4/-. 
My calculations are as follows:— 


DATA— 
18 Letters—Time of stenographer .. 
Time of executive .. .. 
HOURLY RATE OF PAY— 
35 hrs. stenographer, say .. .. 240/- 
35 hrs. executive, say .. .. .. 500/- 
LABOUR "ane Letters— 
3} hours at 6/10 . : 
7 Oe Oe WEE ac es t4 cw OO Se 


33 hrs. 
Thr. 


. 23/11 
14/ 4 
38/ 3 
Add 1/5th for lost pete - 
sonal needs, etc. .. _—. we 


45/11 


6/10 hr. 
14/4 hr. 


Add Sick & Holiday Pay, Work- 
ers Comp. Ins., Payroll Tax, 
a Cs <s << <5 cs oe 48 


Te Gee cw wh oc as “be ' ae 


Labour Cost per Letter 

Overhead Charge—Rent, 
ing, etc 

Letterhead, ‘envelope, 


6/10 
light, heat- 
“postage .. .. 
Total Cost per Letter .. .. 


Will readers express their ideas on 
these calculations and contribute their 
own experience. 


A.C.A.A. (Prov.). 
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Fine Points of Commercial Law 


Some Bankruptcy Cases 
By E. H. COGHILL, LLM., (Librarian of The Supreme Court of Victoria) 


Bankruptcy Notice for more than is 
Due. 


E Prossimo, 16 A.B.C. 86, de- 

cided that the second proviso to 

the Bankruptcy Act sec. 53 means 
exactly what it says. 


It provides that a bankruptcy notice 
shall not be invalidated by reason that 
it is for too much, unless the debtor 
gives notice disputing the amount. 
Therefore it decides, if the debtor does 
dispute the amount successfully, the 
bankruptcy notice in invalid. 


In this case, judgment was re- 
covered against the debtor for about 
£820, and a bankruptcy notice for the 
same amount was served on him. How- 
ever, he challenged this successfully on 
the ground that it was for £60 too 
much, and the Court held that the 
notice was invalid and the sequestra- 
tion application failed. 


Next time Parliament is tinkering 
with the Bankruptcy Act it might be 
a good idea to consider whether this is 
a just result, and whether this proviso 
should not be altered. 


Fraudulent Preference. 


E Bailey, 16 A.B.C. 80, em- 
phasises the difficulties which the 
Bankruptcy Law places in the way of 
a creditor who attempts to press for 
payment of his own debt. 


_ In that case, bankrupt was a dealer 
In used cars and a(apparently) finan- 
cler of a string of unsuccessful §S.P. 
bookmakers. Respondent sold her car 
to bankrupt for £2,100, receiving in 
payment a cheque which was dis- 
honoured. She immediately started to 
press for payment, received £300 as the 
result of a solicitor’s letter, and the 
balance by recovering judgment and 
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issuing execution thereon. Within six 
months, the debtor became bankrupt, 
and the Court (Clyne, J.) had no dif- 
ficulty in holding that to recover a debt 
in such a way was not “in the ordinary 
course of business”, that accordingly 
the transaction was a “preference” 
and was an act of bankruptcy and void 
against the trustee. 


Paying Surety of Non-Existent Debt. 


E Rickard, 16 A.B.C. 75, seems 
to be a horrible example of the 
mess which arises when common law 
principles are forgotten. The com- 
mon law insisted that a surety could 
not call on a debtor to pay, until 
he had himself paid the debt, and 
although Equity relaxed this rule to 
some extent, it did not forget that the 
process was one of indemnity, and 
that the surety was not entitled to col- 
lect and then fail to pay. 


In this case, the debtor held contri- 
buting shares in the Savoy Hotel Co., 
as trustees for Arthur Rickard & Co. 
Ltd. Both companies were in liqui- 
dation. The Savoy called up its un- 
called capital, recovered a judgment 
against the debtor for the amount of 
the unpaid calls (about £2,000) and 
when he assigned his estate, proved 
for this judgment debt. The trustee 
of his estate thereupon proved for this 
amount in the liquidation of Arthur 
Rickard Ltd., on the footing that the 
debtor was a surety for that company 
and was accordingly entitled to be in- 
demnified. This proof was admitted, 
and between 1932 and 1946 the trustee 
received dividends from time to time 
totalling in all about £700. 


However, in 1929, the Savoy was dis- 
solved, before the trustee had made 
any payments to it, and he now wanted 
to know what to do with the money. 
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FINE POINTS OF COMMERCIAL LAW—Continued 


The claimants were the Crown, al- 
leging that this £700 was BONA 
VACANTIA — property without an 
owner—the creditors of the debtor 
himself, and the liquidator of Arthur 
Rickard Ltd. 


Clyne, J., held that clearly the pro- 
perty was not ownerless, though it 
might be difficult to say who was the 
owner. Therefore the Crown failed. 


As to the other two, His Honour held 
that the company had paid the money 
away and it was no concern of its what 
happened to it. Therefore the trustee 
of the debtor’s estate was entitled to 
add it to the assets of that estate. 


It is submitted that this is a doubtful 
decision. It may be that the liquidator, 
having admitted a proof of a debt 
which did not exist, had gone too far 
to reverse again, but a principal must 
only pay his surety in order to in- 
demnify him against claims, not in 
order to enable him to make a profit. 


It does not appear that anyone sug- 
gested that the Savoy should be revived 
and this money paid to it. After all, 
it was the real owner. 


Income Tax and Bankruptcy. 


T seems to be falling to the lot of 
South Australia to elucidate the ef- 
fect on bankruptcy administration of 
Section 221 of the Income Tax Assess- 
ment Act, giving priority to income tax 
over other unsecured debts, “notwith- 
standing anything contained in any 
other Act” which, of course, includes 
the Bankruptcy Act. 


Last March, under this heading (24 
A.A. p. 106) I discussed the case of 
Re Boyley, 16 A.B.C. 33, in which 
Paine, J., rejected as unreasonable a 
composition which did not preserve to 
the Commissioner his statutory prior- 
ity. 

Now the same judge, in Re Redman, 
16 A.B.C. 90, has had to consider 
whether Section 221 affected his right 
to award a special advantage to credit- 
ors who indemnified the trustee. 
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In that case, bankrupt had prac- 
tically no assets, but it appeared that 
he had transferred to his son his equity 
in a truck held on hire purchase. The 
trustee asked the creditors to in- 
demnify him against costs so that he 
could challenge this transaction, and 
two creditors, for about £400, did so. 
As a result, proceedings were started, 
and finally settled for £300. After 
paying costs of these proceedings and 
all administration charges, £220 was 
left. The indemnifying creditors asked 
for preferential treatment, only to 
have the Commissioner of Taxation put 
his hand out for over £200 due to him. 

Paine, J., held that he had no power 
to do anything else than accede to this 
claim. If he had had the power to do 
so, he would have awarded all this 
amount to the two indemnifying credit- 
ors, to the exclusion of the other 
creditors, but the Assessment Act com- 
pelled him to give the Commissioner 
complete priority, and he could only 
give the others preference as to the 
balance left. 


Proving Secured Debt. 


N Re Stacey, 16 A.B.C. 96, deceased 

had carried on business as a grazier, 
and up till his death in 1941, had been — 
“carried” by a pastoral company, 
Goldsbrough Mort. As security for 
advances, he had mortgaged certain 
suburban land and granted two stock 
mortgages. It is not stated how he 
was carrying on as a grazier without 
a pastoral property. Perhaps it was 
sold before these proceedings. In any 
case, when the estate was sequestrated 
Goldsbrough’s, treating their stock 
mortgages as worthless, valued the 
land included in their security at £150, 
and proved for the balance of their 
debt, about £2,400. In doing so the 
fact that deceased and his executor 
had supplied Joint Organisation wool 
was not forgotten, but the possibility 
of any payment was regarded as 90 
unlikely as to have no value. 

When the wool payments started to 
come in, Goldsbrough’s applied 
amend their proof by increasing 
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“... From Ghent to Aix” 


(May the Auditor be heard, if not seen?) 


. M. GREENWOOD’S light manner 
of writing on the topic “Who should 
sign the Balance Sheet first” (note the 
omission of the hyphen) concealed, I 
suspect, a more serious purpose. We 
are all prone to take much for granted 
after slogging steadily through the 
Companies Act (of N.S.W.) in student 
days—unless some point of interest (or 
necessity) obliges us to re-study famil- 
iar sections more closely. 


“Indeed (Mr. Greenwood observes) 
the Act does not even state that the 
auditor’s report shall be in writing!” 
(note the placement of the apostrophe). 
I agree that this is a good and whole- 
some thought to place before the stu- 
dents (they’ll not forget his crack at 
the Scots). 


Indeed, I might add, in the same vein, 
but the auditor’s report, however, has 
to be “laid before the company in gener- 
al meeting” (whether attached, an- 
nexed or appended to the said Balance 
Sheet) (S.110). Moreover, the direct- 
ors must cause such report to be read. 


On this footing, the net narrows 
somewhat. As a departure from the 
conventional manner of reporting and 
signing, these, it seems to me, are the 
minimum requirements which would 
satisfy the terms of the Act. 


The auditor might convey his report 
verbally to another, to convey to the 
members as assembled in solemn con- 
clave (he might, e.g., be quite unable 


to write); such other then writes 
(types or prints) the report, in order 
that it might be “laid before the meet- 
ing”, and reads it (strictly as conveyed 
to him), complying literally, albeit 
quite satisfactorily with the Companies 
Act (of N.S.W.). 


Of course, on the question of 
authentication, it may be difficult to 
convince a banker, e.g., that the word 
of Tom Piper is as good as My Lord’s 
fairly penned screed, from which one 
might conclude that the conventional 
way, if somewhat above and beyond 
technical requirements, has, at the 
least, the merit of some solid practical 
advantages. Auditors, after all, are 
eminently practical people. 


This, I believe, is where we all came 
in, including the correspondent who 
first raised the query, “who signs 
first?” 


One should not scoff too lightly at 
these playful examples of exactness, 
for it is good to know what must be 
done, as distinct from what may be 
done—to serve practical convenience. 


I must say that J. M. Greenwood’s note 
revives something of the romance of 
auditing, something of the times when 
auditors were both seen and heard by 
company members, giving rise to the 
thoughtful question as to whether 
auditors may be heard if not seen, or, 
again, to the picture of an earnest 
auditor’s courier galloping through the 





FINE POINTS OF COMMERCIAL LAW—Concluded 


value of their security by £2,100 in re- 
spect of their stock mortgages, and by 
decreasing the proof of their unsecured 
debt by a corresponding amount. 

The Court held that a_ secured 
creditor who had several securities for 
one debt need only place an aggregate 
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value on them. To place a nil value 
on a security is not the same as aban- 
doning it; Goldsbrough’s had com- 
mitted a breach of the Rules by not 
specifying their stock mortgages as 
part of their security, but they had not 
surrendered those mortgages and 
should now be allowed to amend their 
proof of debt as asked. 
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MAY THE AUDITOR BE HEARD — Continued 


night carrying “the good news from 
Ghent to Aix’’. 
If such a task should ever fall to my 
lot (which heaven forbid) I only hope 
I am treated as well as the stout (i.e., 
brave)* Roland: 
“, .. no voice but was praising this Roland 
of mine, 

As I poured down his throat our last 
measure of wine, 

Which (the burgesses voted by common 
consent) 

Was no more than his due who brought 
good news from Ghent.” ‘ i 

— browning. 

AUTHOR’S NOTE: The Auditor 
should, of course, secure the signatures 
of the Directors to the Balance Sheet 
upon which he is reporting. Without 
those signatures there is no certain way 
of evidencing that he is reporting upon 
“the balance sheet of the company”. 
It is sound practice to endorse his re- 
port on the balance sheet for the same 
reason, or to endorse a reference to his 
report on the balance sheet if he is 
making a separate or more detailed re- 


port 





* Concise Oxford Dictionary; also aptly enough, “Stout 
N., the strongest kind of porter; Roland obviously 


qualified. 





: iil Good Whol Cheque 





Equally, whether the Act in terms 
requires it or not, it is sound practice 
to sign this report or endorsement for 
its evidentiary value and for purposes 
of identification. Many officers also 
seal or emboss all copies for that same 
purpose. This is the common practice 
and should not be departed from except 
in special cases, or in an emergency— 
where the circumstances will them- 
selves provide their own justification 
for a departure from the customary 
procedure. These notes at least make 
it clear that an auditor making an is- 
sue on some question of principles, 
gains nothing by refusing to sign the 
Balance Sheet, or his report. The right 
procedure here is to make and sign a 
report stating the facts which, e.g., pre 
vent him expressing an opinion on the 
balance sheet and profit and loss ac- 
count as a whole. He should take care 
to cover all of the matters upon which 
he is required to report, and to ensure 
that he is quite familiar with those 
sections of the Companies Act which 
affect his work, in particular (for 
N.S.W.) Ss. 102-115 (Div. 6 of Part 


VII) A.F. 
A. FOSTER, 
12/5/54. 


Australia's wool cheque totalled £3604 million for the eleven months to May 
31. This is £8 Million less than for the same period last year but a big advance on 


1952. 


Average price was £101/18/8 a bale for the 3,534,921 bales sold. 
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“ ... In Brief’ 


By GORDON BRUNS 


Company Law.—“Progress Report of 
the Victorian Statute Law Revision 
Committee on Amendments of the 
Statute Law to Deal with Fraudulent 
Practices by Persons Interested in the 
Promotion and/or Direction of Com- 
panies and by Firms, together with 
Minutes of Evidence”, was ordered to 
be printed on April 22, and bears the 
price tag 3/3. 

Apart from bringing about an 
amendment to the Crimes Act, which 
made a wilfully false promise an of- 
fence, the Committee evoked interest- 
ing information. Evidence of promin- 
ent legal, accounting and police wit- 
nesses makes obligatory reading for 
all concerned with business in Aus- 
tralia, with particular reference to 
conditions in Victoria, whose parlia- 
ment fathered this particular enquiry. 

* + ? 


Selling Sugar.—Recent reports that 
the export quotas had been reduced 
under the International Sugar Agree- 
ment are a bad omen for future mar- 
keting of sugar. This move is a re- 
sult of continued depression of sugar 
prices on the free world market, and 
means that the parties to the Agree- 
ment suffer a 5% reduction in the 
quota of sugar for which they enjoy 
a guaranteed market. Australia’s im- 
mediate markets are not reduced auto- 
matically by the reduction of quotas 
under the above agreement. 

Australia’s exports, however, are 
governed by the British Common- 
wealth Sugar Agreement, which 
guarantees a negotiated price for little 
more than 300,000 tons of exports, and 
allows the remainder to be sold at mar- 
ket price. Thus any weakness in mar- 
ket prices for sugar will tend to de- 
press our earnings from sugar exports. 
This is a considerable item, amounting 
to about £4.30 million a season at pre- 
sent levels of production and prices. 
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More of Us.—Although net immigra- 
tion declined from 94,000 in 1952 to 
less than 43,000 in 1953, our natural 
increase continued at a high level, pro- 
viding more than 122,000 additional 
persons in 1953, compared with 120,000 
in the previous year. Although we are 
generally inclined to think of immigra- 
tion as a means of filling Australia’s 
empty spaces, it is revealing that 
nearly 40% of the net immigration in 
these two years entered our most 
densely populated State—Victoria— 
35,000 in 1952 and over 17,000 in 1953. 
Queensland received 8,500 in 1952 and 
2,700 in 1953, and Western Australia 
12,700 in 1952 and 8,300 in 1953. 

One explanation is that if larger 
numbers entered the less populated 
States it would mean a very large pro- 
portionate increase, involving drastic 
problems of absorption. It is also true 
that capacity to absorb population de- 
pends rather on economic opportuni- 
ties, and is not measured by the num- 
ber of square miles of unoccupied space 
available in the community. 

a & »” 


Free Flowing Fuel.—There is no 
doubt that fuel which comes in pipes 
is very convenient, and the low cost 
of pipeline transport is a real factor 
supporting this popularity. Thus the 
natural gas industry in the United 
States and the petroleum industry use 
pipes to great advantage. The fuel 
which is displaced by the growing de- 
mand for the pipe-using fuels in U.S.A. 
is usually coal. And there are already 
signs that coal is being threatened in 
Australia by the competition of oil, as 
well as by electricity, which enjoys a 
similar convenience of being subject 
to a simple switch. 

One of the factors which may help 
petroleum products to compete, and es- 
pecially to help fuel oil compete with 
coal, is the provision of pipelines be- 
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IN BRIEF — Continued 


tween Geelong and Melbourne and be- 
tween the Kwinana (W.A.) refinery 
and Fremantle. 


But coal may have an answer to this 
—by utilising the gasification process, 
which enables the resulting fuel to be 
piped to the consumer. Thus the gas 
industry may yet use its traditional 
raw material to recapture some lost 
markets of coal. Another important 
development for coal is the research 
now being made into methods of gasi- 
fying sulphur coal in the important 
Greta Seam. The significance of this 
is that a method of extracting the sul- 
phur would enable the best part of 
100 million tons of valuable gas coal 
to be utilised, providing a valuable pro- 
duct in convenient form, and also re- 
moving a menacing cause of combus- 
tion in the mines on the Greta Seam. 


Meanwhile, Australia’s nearest oil- 
field source of supply—in Dutch New 
Guinea— has placed in commission an 
eight-inch 60-mile pipeline, which links 
the field to coastal storage tanks. 
From these, tankers of up to 20,000 
tons capacity can take on oil at the 
rate of 2,000 tons an hour. Australia 
has been drawing crude oil from the 
Dutch field since 1950 for refining at 
Altona (Vic.)—the refinery which has 
now announced plans to refine Aus- 
tralia’s first aviation spirit in 1956. 

* * ca 


Looking North.—Traders interested 
in northern markets may be interested 
in the Singapore Trade Fair, which is 
being held from July 31 to August 15. 
This is claimed to be the most import- 
ant annual trade fair in the area, and 
the Commonwealth Department of 
Commerce and Agriculture proposes to 
have an Australian Pavilion at the 
Fair. Particulars are available at the 
Trade Promotion Section of the De- 
partment. 

ok * * 

And Looking West.—A permanent 
Mercantile Mart has been established 
in Johannesburg, modelled on _ the 
famous permanent trade exhibitions in 
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other cities of the world. The centre 

is within a mile of the City Hall and 

display facilities are available which 

need no staff in attendance. Rents are 

based on the square footage occupied. 
on * * 


British Recovery.—Recent develop- 
ments in the United Kingdom’s trade 
position have been favourable, and 
sterling is reported to be gaining 
ground. At the end of April, her gold 
and dollar reserves reached $2,820 mil- 
lion, having risen each month this year. 
For the first four months of 1954, ex- 
ports were 7% higher than in the same 
months of last year, while imports 
were slightly lower—largely because 
of the fall in import prices. 

It is also reported that one of the 
most significant indicators of activity 
in basic industry—steel output—re- 
gistered a record level for 1953 at 17.6 
million tons. New plants were in op- 
eration and adequate supplies of raw 
materials were available. United King- 
dom motor car production for March 
was a record and exports of cars in 
that month were the highest for more 
than two years. 

* * + 


Gold Price Up.—The Commonwealth 
Bank has increased the buying price 
for gold from £A.15/9/10 a fine ounce 
to £A.15/12/6. The Bank explained 
that the previous price was a realisa- 
tion price, being based upon the price 
for which the Bank could sell abroad 
in official markets, less costs of move- 
ment, but recent changes affecting gold 
abroad had now made it necessary for 
that price to be reviewed. The new 
price reflects the “Parity” value of 
Australian currency as established by 
the International Monetary Agree- 
ments Act. The price had _ been 
£A.15/9/10 an ounce since the 1949 
devaluation. 

* ok » 

More Compensation.—Amendments 
to the West Australian Workers’ Com- 
pensation Act came into force by pro- 
clamation on March 12, giving the fol- 
lowing increases in benefits:—Maxi- 
mum payment under First and Third 


The Australian Accountant, June, 1954 





Oo wD te 


Oo mw aw + Ss § wet ON 


— OD ( 


wre tS Fes "SS he te CD 


When is a Contract not a Contract ? 


By H. McCREDIE 


THE person who is being intro- 
duced to Commercial Law for the 
first time there is the feeling, even be- 
fore reading a text, that a contract is 
something which binds or compels a 
person to do an act upon pain of “legal 
proceedings” should the contract be 
broken. 


The text book immediately seems to 
support this feeling, as the first defini- 
tion in the book, “a contract,” appears 
somewhat as follows:— 


(a) A contract is an agreement 
made between two or more 
parties whereby legal obliga- 
tions are created which the law 
will enforce, (Australian Mer- 
cantile Law, Yorston and For- 
tescue). 


A contract is an agreement en- 
forced by the law (Principles 
of Mercantile Law, Charles- 
worth). 


An agreement enforcible at law, 
made between two or more per- 
sons, by which rights are ac- 
quired by one or more to acts 
or forbearances on the part 
of the other or others. 

(The Law of Contracts, Anson), 


The definition itself is then divided 
into essentials, which could well be 
listed under these headings :— 


. Intention of the parties to create 
legal relationship 

. An offer by one party and ac- 
ceptance by the other 

. Form or valuable consideration 

. Legal capacity of the parties to 
act 

. A genuine consent by the parties 

. Legality of the objects of the 
agreement. , 

(Australian Mercantile Law). 

The definition of “a contract” and 
each of these essentials, especially (1), 
(4) and (6), impress on the student 
that the law will uphold any arrange- 
ment which meets the stated require- 
ments. This could well be so, but then 
discussion immediately moves to “con- 
tracts” which are void, voidable or un- 
enforcible, and here the question arises 
whether the definition of a contract is 
inadequate or contradictory. 

Definitions of void, voidable and un- 
enforcible contracts may be as fol- 
lows :— 

“A ‘void contract’ is one which is 
destitute of all legal effect.” 

“A ‘voidable contract’ is one which 
one of the parties can put an end to 
at his option.” 

“An ‘unenforcible’ contract is one 
which is valid but is incapable of be- 
ing enforced by action because of some 
technical defect.” 

(Charlesworth). 





IN BRIEF — Concluded 


Schedules from £1,750 to £2,100, de- 
pendency allowance from £1,500 to 
£1,800, minimum allowance to depend- 
ant from £500 to £600, additional child 
allowance from £50 to £60, weekly for 
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dependent wife from 30/- to 36/-, 
weekly allowance for dependent child 
from 10/- to 12/6, minimum compen- 
sation for junior workers from 60/- to 
72/-, and travelling allowance from 
13/- to 15/6 daily or from a maximum 
of 80/- weekly to 96/-. 
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CONTRACTS — Continued 


(This last definition could well be 
open to other criticism which is im- 
material for purposes of these re- 
marks). 

The other texts have similar defini- 
tions. 

The student is now confused, for he 
has learnt by definition that “a con- 
tract” is legally binding, but a “void 
contract” is a contradiction in terms, 
a “voidable contract” is one to which 
one of the parties can put an end, 
and an “unenforcible contract” is one 
which the law will not enforce. 


The use of the words “void contract,” 
“voidable contract” and “unenforcible 
contract” is a contradiction in terms, 
for by definition “a contract” has none 
of these defects and for an arrange- 
ment to be “a contract” it must comply 
with all six essentials. 

In effect, a void, voidable or unen- 
forcible arrangement is not “a con- 
tract” if the definition of “‘a contract” 
is maintained as at present, for such 
arrangements do not fulfil the require- 
ments of the definition. 

The Commercial Law texts I have 
mentioned have been prepared by the 
authors primarily for students of com- 
mercial law of various Universities or 
Accountancy Institutes and according- 
ly have been made brief. This brevity 
could well lead to misunderstanding, 
and because of the early appearance in 
the learning of law create the wrong 
approach. 

The general texts on Commercial 
Law including the two mentioned have 
to a great extent been modelled on the 
Law of Contracts by Anson. 

Anson’s approach to the subject is, 
however, entirely different from either 
of the two books mentioned because it 
was prepared for a different purpose. 
Anson does mention and stress the 
difficulty associated with using the 
words “void contract” but the other 
texts ignore it. 

To quote Anson, “To say that the 
contract is void when we mean there 
is no contract, may be convenient but 
is technically inaccurate” and _ later, 
“Strictly speaking, ‘ void contract’ is a 
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contradiction in terms for the words 
describe a state of things in which, 
despite the intention of the parties, 
no contract has been made, yet the ex- 
pression however faulty is a compen- 
dious way of putting a case in which 
there has been the outward semblance 
without the reality of contract.” It may 
be possible to say in regard to this 
latter statement that the “intention of 
the parties” may be one of the essen- 
tial elements missing but the state 
ment, even without the words “despite 
the intention of the parties,” is a deep 
criticism of the brief text given by 
the writers in the Commercial Law 
text. 

Anson limits his criticisms of the 
terminology to a “void contract”; but, 
if the definition of “a contract” is 
maintained, I think that the terms 
“voidable” and “unenforcible contract” 
are also open to criticism. 


Voidable Contract 


It is quite true that a “voidable con- 
tract” and an “unenforcible contract” 
can create legal obligations and that 
rights obtained under such “contracts” 
can, in certain cases, be maintained 
but neither “contract” complies with 
the definition of “a contract” as given. 

A “voidable contract” could be pro- 
ceeded with as a “valid contract,” but 
only because one party has waived his 
rights (these may not be rights in 
the strict sense, but the word is here 
used loosely). Until such time as the 
party no longer has the power to treat 
the contract as void, I consider it is a 
“voidable arrangement,” but when the 
party waives his right and no longer 
has power to retract the waiver the 
arrangements becomes a valid con- 
tract. It is similar with an “unenfore- 
ible contract.” It has the outward 
semblance of “a contract” as defined, 
but cannot be enforced, thus it cannot 
be “a contract” of any type. The right 
to have the “contract” enforced should 
there be reluctance by one party to 
complete is one of the fundamentals of 
“a contract.” The unenforcibility may 
well be a matter of procedure rather 
than substance and the law may well 
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CONTRACTS — Continued 


enforce or recognise rights obtained 
under “unenforcible contract,” but 
there is a missing element. 

There are three possible suggestions 
to clarify this ambiguity, namely: 

(i) that the definition of “a con- 
tract” should read “a valid 
contract,” or 
that “void, voidable or unen- 
forcible contracts” be termed 
“Void, voidable or unenforcible 
arrangements,” or 
that the definition of “a con- 
tract” be changed. 

The solution in (i) is perhaps the 
easiest. Yorston and Fortescue do 
imply that this is what is meant, for 
in this text contracts are classified ac- 
cording to “validity.” 


(ii) 


(iii) 


Valid 

I think that the use of the word 
“valid” in the definition would make 
this clearer. If this is used, the defini- 


tion of “void, voidable and unforcible 
contracts” could be improved by using 
such words as “a void contract is an 
arrangement which has some appear- 
ance of a valid contract, but which is 
not and is destitute of all legal effect.” 
(The words “destitute of legal effect” 
are open to criticism, but I have main- 
tained the form of Charlesworth’s 
definition) . 

Similar words could be used for de- 
fining voidable or vunenforcible ar- 
rangements. 

Yorston and Fortescue do, in some 
way, acknowledge the ambiguity, be- 
cause an “unenforcible contract” is 
one which is “prima facie a valid con- 
tract but which cannot be enforced.” 
Charlesworth does not have this re- 
deeming feature because “an unen- 
forcible contract is one which is valid 
but is incapable of being enforced.” 
By definition, a contract can be en- 
forced and here is a direct contradic- 
tion. This definition would not be clear 


even if the definition of a “contract” 
was changed to “a valid contract.” 

The second suggestion could be used, 
but the word “arrangement” would 
need to be recognised as a legal term. 
The word “agreement” is not available 
because there may not be agreement, 
as seen in a “voidable arrangement” 
induced by undue influence. This sug- 
gestion would possibly retain in the 
mind of the student the concept of the 
legal integrity of a contract, but ac- 
knowledge the possibility of somewhat 
similar arrangements which do not 
measure up to the standard of a con- 
tract. 

The third solution, that of defining 
anew “a contract,” is somewhat more 
complex and possibly unworkable. A 
definition would be required to cover 
“a valid, void, voidable and unenforc- 
ible contract.” A new definition could 
not include agreement, legally binding, 
enforced by law, or similar words, be- 
cause they are not applicable to all the 
arrangements. 

Main consideration should be given 
to the first two suggestions above, and 
I think that either one could be used 
to clarify thinking by the student. A 
student is introduced to law with 
something he finds ambiguous (this is 
not to say there is no ambiguity in 
law) and immediately adopts the at- 
titude that “it is in the book, it must 
be right, I’ll learn it ‘by heart’.” 

The use of the word “valid” in the 
definition of “a contract” would clarify 
to a great extent the misconception in 
the mind of the accountancy student 
who will not nor should be expected, to 
go past the words of the Commercial 
Law text. The brevity of the text may 
well be the cause of the confusion but 
the word “valid” before the definition 
of “a contract” whilst clarifying does 
not increase the size of the text. 

To answer the question framed in 
the title, “a contract” is not “a con- 
tract” whilst the present definition is 
retained and “a contract” later de- 
scribed as “void, voidable or unen- 
forcible.” 


© 
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Oxford University 


F. Sewell Bray. 
Press, 1953. Pp. 94. Aust. Price 28/-. 
(Published for the Incorporated Ac- 
countants’ Research Committee.) 


ROFESSOR Bray is an idefatigable 

missionary. When he published the 
text of his series of lectures delivered 
in Australia in 1949, he used the title, 
“The Accounting Mission”. In this 
latest series of essays, which comprise 
the text of four lectures delivered be- 
tween September, 1951, and September, 
1952, he continues in his character of 
missionary and repeats the lesson he 
read to us in 1949. 

Professor Bray’s style of writing is 
such that it is not easy at first reading 
to grasp his intended meaning: indeed, 
in some passages one is not confident 
that one has comprehended him clearly 
even after several readings. Some of 
the following discussion, therefore, may 
be coloured by this difficulty of appre- 
ciation. 

The general thesis presented is an 
argument which follows logically from 
certain given premises. That is, on the 
premise that certain economic data are 
desirable or necessary, a structure of 
accounts can be and ought to be devised 
to provide the required information. 
Professor Bray has, I think, established 
his thesis as an a priori proposition; 
what is now required is a series of 
demonstrations that its application in 
the rather imperfect world of social 
activities is practicable and will lead 
to the ascertainment of social truth. 
And in this respect it is felt that there 
is room for some doubt, much debate 
and no little experimentation in particu- 
lar enterprises. 

In the first essay, entitled “Account- 
ing Principles”, he interprets a prin- 
ciple as “a fundamental concept and not 
as a rule to guide conduct”, because, to 
use his words, “I believe that as applied 
to accounting this will give it tenets 
which in the long run will secure its 
status” (p. 2). 
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Book Review 


Four Essays in Accounting Theory 


It might be observed that, if the 
security of status is the only or the 
principal ground for postulating funda- 
mental concepts, this does not appear to 
be a very high ideal to set before our- 
selves. But if the procedures of ac- 
counting are related to phenomena 
which are subject to principles which 
can be discovered and formulated, then 
the pursuit of verifiable truth and not 
the status of accounting demands that 
these principles shall be sought. To 
the extent that this is done, the status 
of accountants will in the long run 
automatically find its level in the stream 
of intellectual activity. 


He then goes on to postulate “two 
sources from which all accounting prin- 
ciples should spring” (p. 3). The use 
of the word “should” here supplies an 
ethical basis for these concepts. But, 
one might well ask, surely it is neces- 
sary to determine the sources from 
which accounting principles do spring 
rather than postulate sources from 
which they should spring? 


The first source is conceptual, viz., 
the economic concepts of periodic in- 
come and wealth, the second is natural, 
viz., “all transactions which we usually 
record and epitomize are by nature 
either real or financial, actual between 
two entities or imputed in the accounts 
of one entity”. To make the latter 
statement clearer, he adds “that a real 
transaction is a money measurement of 
goods and services, and that provision 
for depreciation is an example or type 
of imputed transaction”. 


He limits the principles of accounting 
to “perhaps, at most, five in number”, 
and lists them as follows. “First, the 
familiar idea of double-entry is quite 
fundamental to all accounting theory . 
Second, he regards “the entity notion 
of accounting theory as primary”, and 
this entity “must have a real existence, 
and it must be significant for the pur 
poses which finally resolve the structure 
of all accounts”. 
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FOUR ESSAYS — Continued 


It is difficult to discern what is meant 
by the “real existence” of an entity; he 
says that so long as “you keep to the 
provisos [this real existence and sig- 
nificance ] you can make the entity what 
you will”, and he cites “a firm, a person 
or a company .. . legal or domestic, a 
group or isolationist”. But if anything 
has a “real existence’ can be made 
“what you will’? 

One is reminded of J. S. Mill’s 
criticism of the word “entity” to which 
he gave expression a century ago and 
which may be found in his System of 
Logic (Book I, Ch. III, Sec. 2). Per- 
haps it is time that we made up our 
minds in accounting literature whether 
the word “entity” is to be used to de- 
note something that we conceive or 
something that we can observe, but to 
avoid adding to existing confusion by 
using it as both. 


_The third principle is that of con- 
tinuity: “accounting based on the 
measurement of periodic income looks 
at its responsibilities from the stand- 
point of continuing entities. I dignify 
the continuing entity concept as a prin- 
ciple” (p. 5). It is difficult to appre- 
ciate how accounting—a study or an 
activity—can look at anything or have 
responsibilities. Is it meant that ac- 
countants, who assuredly have responsi- 
bilities, look at those responsibilities 
from the standpoint of continuing en- 
tities, If so, is this true? If not, what 
is meant? 


It is apropos of this principle that 
he says: “You will at once see that a 
principle which orders adjuncts to a 
power of survival goes right to the core 
of economic stability” (p. 5). Perhaps 
his audience was much less obtuse than 
this reviewer, but the “at once” appears 
rather optimistic. For it seems that we 
have here a principle—a fundamental 
concept and not, be it remembered, a 
tule to guide conduct; what, then, is 
meant by a fundamental concept which 
orders” something? 


A rule to guide conduct might con- 
celvably be regarded as a means of 
ordering or commanding, but this in- 
terpretation of “principle” has been ex- 
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pressly dismissed. Perhaps the word 
“orders” is used in the sense of arrang- 
ing or putting in order. In this case 
we get a concept which puts in order 
adjuncts to a power of survival. These 
adjuncts are presumably “the mainten- 
ance of all such facilities as will secure 
the operating existence of an entity” 
and “the maintenance of an ability to 
earn income as well as keep itself in 
being’, which are indicated in the pre- 
vious sentence as the implications of 
this principle. 

Thus we get something like this: a 
concept which arranges the mainten- 
ance of facilities and of income earning 
ability goes to the core of economic 
stability. What is meant by economic 
stability is not indicated, and one is 
left to one’s own interpretation whether 
this means maintenance of facilities, 
etc. (which brings the proposition 
rather close to a tautology) or some- 
thing else. Perhaps the responsibility 
is the reader’s (or hearer’s), but one 
cannot help feeling that one is entitled 
to a little more help from the writer 
(or lecturer). 

The fourth principle is that of con- 
sistency, while the fifth comprises the 
two “general economic concepts of 
periodic income and of wealth”. In- 
come, he points out, “is devoted to con- 
sumption expenditure and saving, while 
at bottom wealth implies a store of real 
assets” (p. 6). Income is equal to con- 
sumption expenditure plus saving, and 
“saving is resolved in asset formating 
(or if you so prefer, capital) expendi- 
ture which constitutes an addition to 
wealth”. vid a 

This gives rise to “a formal principle 
of accounting design which is expressed 
by a set of fundamentally related ac- 
counts” (which are considered in some 
detail in subsequent essays). Thus a 
principle which is a concept gives rise 
to a formal principle of design. The 
query arises: Is the latter kind of 
“principle” a concept or a rule to guide 
conduct? 

From here, Professor Bray considers 
“some of the technical practices to 
which accounting principles give rise”, 
and he selects as the topic for examina- 
tion “the questions of formal presenta- 
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FOUR ESSAYS — Continued 


tion and the treatment of inventories” 
which are raised by “the dichotomy be- 
tween the real and the financial”. He 
quotes the recommendations of the In- 
stitute of Chartered Accountants in 
England and Wales on the basis of dis- 
tinction between fixed assets (which 
“are held with the object of earning 
revenue and not for the purpose of sale 
in the ordinary course of business”— 
Recommendation X) and current assets 
(which “are held for realisation in the 
ordinary course of business”—Recom- 
mendation VIII), but is critical of 
realisation as the basis of distinction. 

He argues, however, that “the greater 
part of a company’s investment in in- 
ventories is virtually a fixed asset be- 
cause it is essential to the continuation 
of the company’s operations at an 
effective level of output” (p.11). Thev 
should therefore be classified as fixed 
assets in the balance sheet. He does 
not appear to base this conclusion upon 
the proposition that such inventories 
are real rather than financial, but upon 
their similarity to fixed assets which 
are necessary for continuous operations. 
But surely such fixed assets are neces- 
sary because they are not bought and 
sold in the ordinary course of business: 
they are held with the object of earning 
revenue. 

Is any portion of inventories held 
with this object, or are all inventories 
turned over as rapidly as possible with 
the object of earning revenue? If it 
is a valid argument that a certain 
minimum quantum of inventories is 
necessary for continuous production, 
and therefore a fixed asset, is it not 
equally valid to argue that a certain 
minimum quantity of cash is also 
necessary for the continuation of effec- 
tive operations, and would it not then 
be consistent to treat (say) a Petty Cash 
Imprest as a fixed asset? If, on the 
other hand, all “real” assets are to be 
classified as fixed assets, then surely all 
inventories are “real’’, and there is no 
ground for distinguishing between 
different portions of them and they 
should all be classified as fixed assets. 

In the second essay, entitled “Com- 
pany Accounting”, Professor Bray ex- 
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pounds in some detail his set of finan- 
cial statements, comprising on Operat- 
ing Activity Account, Appropriation 
Account, Resting Account, and Balance 
Sheet. In leading up to this exposition 
he makes the point that the privilege 
of limited liability implies an obligation 
of intelligible accounting disclosure: 
“... grantors of trade credit ought to 
have an adequate means of financial in- 
formation; both creditors and share 
holders have a direct interest in com- 
pany accounting disclosure. Less 
directly, but still I think sagaciously, 
those promoters of the public interest 
who are concerned with the continua- 
tion and expansion of effective enter- 
prise as a means of securing economic 
development should be able to inform 
their judgments by reference to pub- 
lished accounts” (p. 17). 


On Disclosure 

There are few progressively thinking 
accountants to-day who would not 
favour greater disclosure of relevant 
information than is at present practised 
by manv comnanies, but their concern, 
it must be admitted, is chiefly to enable 
existing and prospective investors in 
companies (and their advisers) to “in- 
form their judgments”. The kind of 
information to be supplied must be re- 
lated to the needs of its respective re 
cipients. 

Mercantile agencies exist to advise 
creditors who wish to inform them- 
selves of the credit-standing of their 
customers; and bank managers are 
usually in a position to require more 
detailed information than is contained 
in the published statements of their 
client companies. This leaves the share- 
holders and “those promoters of the 
public interest”. 

Who are these latter? If they are 
members of some governmental con- 
trolling authority, they should be able 
to influence the government—if their 
need is convincing enough—to require 
companies to submit the data they re 
quire for the informing of their judg- 
ments, whether these data are pub 
lished or not. That is to say, the pub- 
lication of the information they require 
is not a necessary requirement for their 


purposes. 
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FOUR ESSAYS — Continued 


This is the view of the Cohen Com- 
mittee, which Professor Bray cites, but 
with which he disagrees. If, however, 
they are not members of such an 
authority, the question of what kind of 
information they require and its relation 
to the kind of information that share- 
holders, prospective shareholders and 
their advisers want has to be considered. 
Professor Bray’s view is that the in- 
formation he suggests could serve both 
of these classes, and creditors and gov- 
ernment officials as well; but this is 
open to question and is subject to the 
views of the recipients themselves. 


He also advocates uniformity and 
consistency (over time) in the prepara- 
tion of consolidated statements of hold- 
ing companies, with which few account- 
ants would be found to disagree; but 
when, in discussing the economic signi- 
ficance of company financial statements, 
he puts the proposition that “in the 
last resort increasing standards of liv- 
ing only result from increasing real 
product” (p. 23), he has surely (no 
doubt inadvertently) left out two very 
ea words at the end, viz., “per 
ead”. 


The English Companies Act of 1948 
has, in his opinion, “apart from a few 
inevitable tangles of accounting 
mechanics,” achieved the primary pur- 
pose of published company accounts “to 
convey adequate financial information 
ina form that can be assimilated by 
shareholders and creditors”, but it does 
not meet the requirements for other 
purnoses which “are slowly but in- 
evitablv coming into view”. He then 
proceeds to outline “a simple form of 
accounts which will meet all financial 
disclosure needs and at the same time 
make available useful and meaningful 
economic information” (p. 24), the 
basis being the concepts of periodic in- 
come and wealth. 


Before presenting the detailed ac- 
counts and balance sheet, however, he 
discusses the problem of measurement, 
with the aim of measuring real income 
In money terms. He avers that current 
accounting practices of measuring busi- 
hess income “were conceived in a time 
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of relative price-level stability”. This 
proposition has appeared frequently in 
accounting literature on problems aris- 
ing from price-leve]l changes, but while 
it may be true, much of its validity 
depends upon one’s interpretation of the 
word “relative’’. 

There were, for instance, consider- 
able price movements during the nine- 
teenth century, which is the period that 
is presumably meant; and is it not also 
true that there existed at that time a 
business philosophy in accordance with 
which entrepreneurs were prepared to 
take the risk of fluctuations in prices 
and did not blame accounting practices 
if they themselves were astray in their 
expectations? 

The point is important, for in Pro- 
fessor Bray’s scheme of things (and 
he is by no means alone in this), “the 
measurement questions associated with 
changing money values should be re- 
stricted to real or physical assets... 
Debtors, cash and liabilities all fall 
within the class which I would desig- 
nate monetary claims. 

“Accordingly they do not create any 
problem of accounting measurement” 
(p. 35). But is it socially consistent 
to adjust the measurement of share- 
holders’ income by reference to change 
in price-levels and ignore the effects of 
change on (say) debenture-holders’ in- 
come? Both are providers of resources 
out of which “real” assets are acquired ; 
their relationship to each other is a 
legal rather than an economic one. 

He is an advocate of the replacement 
cost basis for depreciation, and here a 
few points arise which warrant further 
elucidation. He states that “it is the 
function of depreciation accounting to 
provide resources adequate to the re- 
placement of real assets” (p. 33). What- 
ever the purpose of the depreciation 
charge may be, it is difficult to see how 
it can provide resources except on cer- 
tain rather unreal assumptions, viz., 
(i) that resources equal to the amount 
of the charge are set aside from time 
to time to provide the wherewithal 
for replacement and (ii) that those re- 
sources are not distributed as dividend 
or used for payment of any other com- 
mitments. 
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FOUR ESSAYS — Continued 


It is submitted that depreciation ac- 
counting, which I take to mean the 
debit to a depreciation account and the 
credit to a provision for depreciation 
or corresponding account, cannot of it- 
self provide resources of any kind, but 
requires some further activity in rela- 
tion to resources themselves. When, at 
p. 37, he states that “past provisions 
for depreciation will only be inadequate 
if they have been invested in depre- 
ciated monetary claims”, he is pre- 
sumably referring to a depreciation 
fund investment, which is a rarity 
among public companies. 

He recognises that there are practical 
difficulties in assessing replacement 
costs, but considers that they are over- 
exaggerated. “At periodical accounting 
dates, when the question of deprecia- 
tion falls to be considered, the sensible 
approach would seem to require at least 
some reference to current replacement 
costs as better indicative of eventual 
replacement costs than original costs. 
This is particularly relevant in a period 
in which prices are steadily rising. Al- 
though it may be difficult to determine 
the current replacement cost of particu- 
lar items of equipment, it should not 
prove impossible to arrive at a reason- 
able approximation for main groups of 
fixed operating assets, if necesary by 
reference to statistical compilations of 
the periodical costs of capital goods” 
(p. 33). This passage suggests two 
difficulties—one practical, the other 
logical. 

The first relates to the growing and 
commendable practice of preparing fre- 
quent operating reports for manage- 
ment purposes in which it is necessary 
to make a depreciation charge on a 
weekly or monthly basis. It is recog- 
nized that Professor Bray is dealing 
with published statements, which ap- 
pear, for the most part, annually, but 
the question is one that concerns the 
managers of a company as well as the 
shareholders and other parties indicated 
earlier, and it would surely be desirable 
to have the statements for the managers 
prepared on a basis consistent with 
those prepared for publication. Does 
the current replacement cost proposi- 
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tion involve weekly or monthly recal- 
culations of the depreciation charge? 
If not, how can this managerial purpose 
be served? 

The logical difficulty lies in the ques 
tion: How can one know whether one 
figure is a reasonable approximation to 
another if one does not know that 
other? On what basis can one rest 
satisfied that a “statistical compilation”, 
such as (presumably) an average, is a 
reasonable approximation to the cost 
of a particular item, without knowing 
the details of the way in which the 
compilation is made up? The particn- 
lar item of equipment might be at the 
extreme end of the range of items from 
which an average is made up, and the 
average might not be representative of 
the item at all. How can one know? 

He also proposes that “fixed asset 
cost recoveries by way of operating 
accounts should not fall below alloca- 
tions based on the money expended as 
capital on the original asset. In this 
way we preserve the stewardship of 
contributed money capital’ (p. 34). 
Thus it appears that depreciation is to 
be calculated on the basis of cost or re 
placement, whichever is the higher. One 
wonders whether this is in conformity 
with the “principle” of consistency 
which is regarded earlier as funda 
mental. 

Fixed assets would be revalued at 
each accounting date for the purpose of 
measuring the amount of depreciation 
at the current price level which is to 
be charged to the operating account. 
But historical cost depreciation is also 
to be calculated, for “the repriced cost 
of fixed assets, less accumulated depre- 
ciation to the beginning of the account- 
ing period on this repriced basis, should 
be compared with the original cost 
written-down value. 

“The difference will represent the 
valuation adjustment which should be 
passed through to the price change at- 
count . . . which . is best shown 
among the capital reserves. Current 
depreciation would then be deducted to 
arrive at the written-down value on 4 
current cost basis” (p. 36). : 

With respect to inventory valuation, 
he repeats what he has already said 0 
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FOUR ESSAYS — Continued 


the first essay, and goes on to reject 
LIFO in favour of “the lower of open- 
ing and closing stocks”, or, as an 
alternative, base stock valuation: “the 
intention is to remove inventory profits 
or losses” (p. 39). 

It may be observed that these bases 
of measurement operate to give the 
lowest assessment of profit not only in 
times of rising prices, but also when 
prices are falling. The necessity to 
keep money capital intact precludes the 
calculation of depreciation on the basis 
of downward replacement values; while 
the rejection of LIFO eliminates any 
“overvaluation” of stock when prices 
are falling. But this “conservatism” 
is presumably a necessary concomitant 
of the dichotomy between the real and 
the financial. 


Activity Account 


Having discussed the problems of 
measurement, Professor Bray presents 
the statements which comprise his uni- 
versal and coherent system. These con- 
sist of an Operating Activity Account, 
an Appropriation Account, a Resting 
Account, and a Balance Sheet. 

The Operating Activity Account is 
designed to bring out “the concept of 
value added by the organization and 
utilization of production factors in 
operating activity” (p. 40). This is 
arrived at on the credit side by taking 
net sales of goods and services, less net 
purchases of goods and services varying 
with output, adjusting for changes in 
inventories and then deducting net pur- 
chases of goods and services not vary- 
ing with output. 

On the debit side are shown the “in- 
put allocations”, viz., the amounts paid 
to labour (that is, wages and salaries 
and social insurance contribution classi- 
fied under the headings of (i) direct 
or operative, (ii) ancillary, (iii) selling 
and distribution, (iv) administration 
and management) and those paid or 
imputed to capital (that is, rents, im- 
puted or actual, depreciation of real 
assets, interest on real assets). The 
excess of value added over these “input 
allocations” is operating surplus. 
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The Appropriation Account is pre- 
sented in two sections. In the first sec- 
tion, the items on the credit side com- 
prise the operating profit (which is evi- 
dently meant to be the same as the 
“operating surplus” shown in the 
Operating Activity Account). Interest 
on real assets (which is a contra to the 
debit in the Operating Activity Ac- 
count), and income from investments; 
the debits are interest on borrowed 
money, direct income taxes, dividends 
paid and proposed, and retained income. 


This last item is brought down as the 
opening credit in the second section, 
and to it are added withdrawals from 
reserves and provisions and retained in- 
come brought forward from last period; 
transfers to reserves are debited, and 
the balance of the section represents 
retained income carried forward to next 
period. 


The Resting Account shows capital 
incomings and outgoings during a 
period. The former consist of retained 
income, depreciation of real assets and 
other internal operating provisions, 
new capital, borrowing, and movements 
in deferred liabilities. The outgoings 
are real asset formation (including 
changes in inventories), movements in 
deferred assets, lending, net purchase 
of existing securities, changes in cur- 
rent net indebtedness, and changes in 
monetary balances. 


The Balance Sheet classifies assets 
into Fixed Assets, Long-term Asset 
Claims and Short-term Asset Claims. 
The fixed assets comprise real or 
physical assets, less accumulated pro- 
visions for depreciation, deferred ex- 
penditure benefiting the activities of 
future periods, intangible assets and 
standard inventories. The long-term 
asset claims comprise investments and 
lending, while the short-term asset 
claims are _ speculative inventories, 
debtors and bank and cash balances. 


Included as distinct groups on the 
other side of the balance sheet are 
authorized capital, issued capital and 
capital reserves, revenue reserves and 
retained income, long-term liability 
claims, short-term liability claims and 
deferred liabilities. 
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FOUR ESSAYS — Continued 


This is Professor Bray’s set of state- 
ments for publication under an ideal 
companies’ act. It is an interesting 
exercise, but the question arises: Who 
would benefit by their introduction? 
Three parties appear to be concerned: 
(i) the management, (ii) shareholders 
and prospective shareholders and their 
advisers, and (iii) “those promoters of 
the public interest”. 


I think it must be recognized that 
the managers of our enterprises have 
been accustomed to making their de- 
cisions in accordance with certain pat- 
terns of thought which have been de- 
veloped over a fairly lengthy period. 
In a service profession such as account- 
ing, it is important that accountants 
provide statements which can be of the 
utmost service to the controllers and 
proprietors of enterprises. It is a mat- 
ter for question whether the operating 
activity account propounded in this 
essay—with its emphasis upon factor 
costs for labour and capital—is likely 
to be of greater use to management 
than a functionally classified revenue 
statement which is tailored to fit the 
organization of a specific enterprise. 
This is especially so if, as is now fre- 
quently advocated and taught, a distinc- 
tion between variable and non-variable 
items of outlay is drawn. In a matter 
such as this, the onus of proof lies on 
the propounder of the novelty, and it 
seems as if the opinion of managers on 
the relative merits of the two types of 
statement is likely to be a potent argu- 
ment in the long run. 

Further, the suggested appropriation 
account, while it shows retained income 
generated during the period and net 
retained income accumulated, does not, 
as it stands, show the balance of net 
profit available for dividend distribu- 
tion; and this, it is submitted, is likely 
to be considered (rightly or wrongly) 
by both manager and shareholder as a 
significant figure. 

The resting account appears to lie 
outside the closed system of accounts 
and is a close approximation to a state- 
ment of sources and disposition of 
funds, the use of which is steadily being 
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developed by accountants both for 
managerial use and in presentation to 
shareholders. 

The balance sheet may well be satis. 
factory for general purposes, but, 
except for the splitting up of in- 
ventories into “standard” and “specu- 
lative”, and apart from the implica- 
tions of the use of end-period prices for 
valuation purposes, it appears to be a 
slight re-arrangement of items at pre. 
sent included in balance sheets pre- 
sented in accordance with the standards 
of best contemporary practice. 

With respect to shareholders, the 
majority, so far as they understand the 
reports at all, would be most likely to be 
interested in net profit, profit available 
for distribution, and possibly operat- 
ing profit and turnover, together with 
the balance sheet as an estimate of 
, a a position and a statement of 

unds. ' 


Factor Costs 


It does not seem likely that many 
would want information on factor costs 
or value added or imputed interest in 
order to determine their judgments 
(a) as to what they should do in regard 
to shares in the company, and (b) as 
to whether the directors’ stewardship 
has been satisfactory. To the extent 
that greater information is required, 
should it not be along the lines of a 
functional revenue statement rather 
than along those of factor cost? 

One other point might be mentioned 
in this connection. If an operating 
activity account of the kind suggested 
were made mandatory, it is quite pos- 
sible that managers who were 580 
minded could with relative ease disturb 
and perhaps distort the allocation be- 
tween labour and capital through alter- 
ing the conditions of organization by 
contracting with outside firms to do 
work which formerly had been done by 
employees, thus shifting an input allo 
cation to a set off against output value 
added—or vice versa. 

It would appear that the principal 
purpose to be served in practice by the 
suggested statements would be that of 
national income aggregation. This may 
be of such weight as to outbalance the 
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FOUR ESSAYS — Continued 


interests of management and share- 
holders, but it does seem possible to 
obtain the information required for this 
purpose by statistical returns — with 
possibly greater accuracy and precision 
than would be determinable from the 
suggested accounting reports. In statis- 
tical returns, too, the problem of valua- 
tion would not be so contentious, end- 
prices could be obtained with relative 
ease from insurance valuations, since a 
company would be short-sighted to 
value its assets for insurance purposes 
at much less than current replacement 


costs. 

In the third essay, “Accounting and 
Statistical Relationships,” the author, 
after rejecting sampling methods as 
applied to auditing standards, gives his 
view that “the real future of accounting 
theory in association with statistics 
lies .. . in a mature development and 
understanding of the relatedness of 
aggregate categories in formal patterns 
of account” (p. 52), and presents the 
same set of accounts and balance sheet, 
with a few verbal changes, as is pre- 
sented in the second essay. 

In this essay he says: “As things are 
at present, relationships in accounting 
theory are limited to simple ratios be- 
tween categories. I cannot but think 
that such ratios by themselves are far 
too simple to be wholly adequate, more 
particularly if we are seeking to 
quantify aggregate expectations” (p. 
52). If he means by these “simple 
ratios between categories” the measures 
that have been devised to analyse and 
interpret the financial statements of 
particular enterprises, it comes as a 
surprise to learn that they have been 
used at all to “quantify aggregate 
expectations’. 

However, on p. 63 he states that he 
is inclined to favour simple techniques 
“when we come to an understanding of 
the behaviour of accounting variables 
from a static accounting structure”, 
citing as an example the single equation 
least squares regression, “because they 
can be easily comprehended by execu- 
tives and because such predictions as 
they lead to are themselves only likely 
to be used as crude checks on empiric- 
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ally formulated estimates”. And after 
quoting with apparent favour a passage 
which ends with the sentence: “It is a 
remarkable fact that there are many in- 
stances of more convincing results be- 
ing obtained by crude methods than by 
elaborate techniques”, he says: “This 
observation is not without point in the 
context of our own subject”. 


Quite so, and many accountants may 
feel that even the crude ratios of work- 
ing capital and stock turnover may not 
be without point either, even if they 
should not be used to “quantify 
aggregate expectations”. 


His proposals for the application of 
statistical techniques to accounting 
problems of budgetting and costing are 
worthy of attention, but it is considered 
that a good deal of empirical experi- 
mentation is required to enable one to 
determine whether they are in fact of 
greater value than the best of the tech- 
niques in current use. A fairly exten- 


sive series of case studies exemplifying 
Professor Bray’s advocated measures is 
necessary before a scientifically based 
judgment can be formed. 


Accounting Form 


In the fourth essay, entitled “Ac- 
counting Form”, the interesting sug- 
gestion is made that, in costing, limits 
of tolerance in variation from standards 
(or the expectation) should be set, and 
attention directed to the variances be- 
yond these tolerances. The operating 
account, essentially the same as that 
presented in earlier essays, but ampli- 
fied to provide for a distinction between 
variable and semi-variable and non- 
variable items, is here designed to show 
these tolerance limits and the variances 
beyond tolerance. 


One wonders, however, whether he is 
quite fair to a large number of cost ac- 
countants when he says: “. . . it is 
implicit in the techniques of cost and 
management accountings that variable 
virtually means correlated. Sometimes 
I think that cost accounting has pushed 
this matter too far by limiting the 
variables to two main categories, cost 
of sales and sales, and by a temptation 
to tacitly assume that the one is neces- 
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FOUR ESSAYS — Continued 


sarily correlated to the other in direct 
proportion” (p. 76). 

In addition to his own essays, he pub- 
lishes as an appendix a preliminary 
report on ““The Measurement of Produc- 
tive Efficiency”, prepared by a sub- 
committee of the Incorporated Account- 
ants’ Research Committee, of which he 
was amember. Of this report he states 
in his preface: “I have made good use 
of it myself, and I frequently turn back 
to it for help and guidance”. It con- 


tains an interesting discussion of meas- 
ures of productive efficiency and a re- 
production of the operating activity 
account presented in the second essay. 


Some Difficulties 

There is little doubt that Professor 
Bray does present a coherent system of 
accounts which warrants serious con- 
sideration. In truth, these four essays 
constitute one essay on the structure 
of accounts. However, to the serious 
student of accounting theory who is 
anxious to understand explicitly and 
appreciate precisely what the implica- 
tions of his thesis are, Professor Bray’s 
exposition presents some difficulties. A 
writer of less stature might speak of 
“your company law provisions” instead 
of “the legal sanctions with accounting 
status touching companies in your 
country” (p. 16); he might boggle at a 
phrase such as “an impelling con- 
straint” (p. 19), which seems to mean 
a pushing forward holding back; he 
might question the need to coin the 
term “substratum companies” (p. 18) ; 
and so on. And in his preface, Pro- 
fessor Bray states that the four re- 
search lectures “are set forth here as 
they were prepared, and as a conse- 
quence there are some overlappings 
which I hope may be treated as inter- 
connecting links’”’. 


There are at least thirteen of these 
“interconnecting links” ranging in 
length from four to thirty-three lines. 
In addition, the operating activity ac- 
count appears in three places, the rest- 
ing account and the balance sheet both 
appear twice; items which appear in 
the appropriation account on p. 43 are 
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split between an income account and an 
appropriation account on p. 58. Besides 
these, there are about fifteen links with 
his own former writings in the form of 
references or quotations. 


Professor Bray’s thesis appears to be 
based on an economist’s version of the 
way business works. It may be a valid 
argument that business men ought to 
think in the way economists think they 
should, and if they did they would no 
doubt become better economists. 


But it is a sad fact that the majority 
of business men have not had a train- 
ing in academic economics, and many 
of them would question whether they 
would be as good business men as they 
are if they were better economists. It 
is these men who pay for accounting 
services, and while, as accountants, we 
ought, perhaps, to do as much as we 
can to persuade them to change their 
ideas, we have, at the same time, an 
obligation to provide the information 
which they think they can use as well 
as that which we think they ought to 
be able to use. 


Thus, what we should like to hear 
from Professor Bray now is something 
of the extent to which he has been suc- 
cessful in introducing his notions of 
costing and statistical measurement 
into particular firms, how he has per- 
suaded obstinate boards of directors 
that his information is more desirable 
for their purposes than that on which 
they have been used to formulating 
their policies. 


In the penultimate sentence of the 
last essay Professor Bray says: “The 
more I read philosophy the more I find 
in it so many of the fundamental 
answers to those practical problems 
which present themselves to applied 
techniques like our own” (p. 81). It is 
respectfully submitted that accountants 
and social students generally need to 
pay some attention now to the applica- 
tion of scientific method as well as that 
of philosophical method—the methods of 
Darwin and Galileo as well as those of 
Plato and Kant—the observation and 
measurement of phenomena to test 
theories as well as the formulation of 
theories themselves. 
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The Clearing House 


Marginal Costing 


Mr. G. T. Webb should have made it 
clear that the accountant’s treatment 
of marginal cost as explained by him 
is not the same as the economist’s teach- 
ing (“Marginal Costing”, Australian 
Accountant, April, 1954). 

If the technique of marginal costing 
as explained in his article is accepted 
and followed by accountants, they will 
have fallen into the very error against 
which economists have been careful to 
warn us. 

Accountants may find it convenient 
to charge the whole of fixed over- 
head expenses to a certain level of 
production, and endeavour to “cost” 
each further unit of output exclusively 
in terms of variable outlays. But such 
a method of costing does not put into 
effect the economic theory of marginal 


cost. On the contrary, the method as- 
sumed by Mr. Webb warps the theory 
of marginal costs as described in text- 
books, including those mentioned by 
him. 

One could write at length on this 
topic. Perhaps it will suffice to invite 
the reader to draw the various curves 
involved in this very important section 
of economic theory; first of all as ex- 
pressed in economics text-books, and 
then as envisaged in Mr. Webb’s 
article. 

The differences are of the utmost im- 
portance, and raise many vital questions 
such as the valuation of certain assets, 
but especially in respect of price and 
output policy. 

Yours faithfully, 
CHARLES HESSE, 
Melbourne. 





NEWS AND NOTES 


VICTORIAN DIVISION. 
MAY LUNCHEON. 

Miss Myra Roper, M.A. (Cantab.), M.A. 
(Melb.), Principal of the University Women’s 
College, addressed members of the Division 
at the Luncheon held on 11th May. She spoke 
y's aang “Some Impressions of England 


Additions to 


Accountancy. 


Excerpts from the 
Victor H. Stempf 


Restatement and revision of Accounting re- 
search bulletins 


Elements of Accounts 
Four essays in accounting theory 
Accounts for Management 


Model answers to Yorston Smyth and Brown’s 
Accounting Fundamentals 


Accounting, Stage 1, 2nd Edition 
Structure of Accounting theory 
Accounting and its managerial uses 


Hospital accounts and financial administra- 
tion, 3rd edition 


technical writings of 
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Miss Roper, who recently returned from a 
visit abroad, illustrated her address with some 
interesting comparisons of the standards of 
living in the United Kingdom and Australia. 
Members and guests were delighted with the 
excellent address which she gave. The State 
President, Mr. J. R. Barber, moved a vote of 
thanks to Miss Roper at the conclusion of the 
address, which was carried with acclamation. 


the Library 


American Inst. of Accountants. 


American Inst. of Accountants. 
A. Baston. 

F. Sewell Bray. 

British Inst. of Management. 


H. S. Crocker. 
A. A. Fitzgerald. 
A. C. Littleton. 
W. E. Thomas. 


J. E. Stone. 





NEWS AND NOTES — Continued 


Costing. 
How to control production costs 
Hospital cost accounting 


Tables of operating costs 
Costing and accounting for solicitors 
Distribution costs, 2nd edition 


Auditing. 
Internal Auditing 
Internal control against fraud and waste 
Internal Auditing for management 
Education and service to management 
Internal Auditing 
Long form report practice 


Business Organization and Management. 
Studies in management techniques 
Education and training in the field of Man- 

agement 
Executive development 
Productivity Team Reports— 
Production Control 


Design for production 


Maintenance of automatic telephone ex- 
changes 

A review of productivity in the furniture 
industry 

A review of productivity in the valves in- 
dustry 

How to use a business library 

Business finance 

Sales management: policies and procedures 

Work measurement: new principles and pro- 
cedures 

Office administrative practices 

Quality controlled paper work and record 
keeping 

Measurement of productivity 

Reports to top management for effective 
planning and control 

Statistics and their application to Commerce, 
10th Edition 

The theory of inventory management 


Economics. 
A guide to Keynes 
What do economists know? 
Australian state public finance 


Secretarial. 
The secretarial practice of local authorities 
Australian secretarial practice, 3rd Edition 
Law. 
Australian bankruptcy law and Practice, 3rd 
Edition 
Learning the law, 4th Edition 
Company meetings in Australia 
Mathematics, 
Practical compound interest 
Lectures. 
Accounting Auditing and taxes (66th An- 
nual meeting papers) 
Summer Course, Christ Church, Oxford 


Autumnal meeting, Scarborough 
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P. Carroll. 

Committee of Hospital Board, 
Treasurers, Eng. 

Commercial Motor. 

D. J. C. Hopkins. 

Heckert & Miner. 


Bigg & Davies. 

Cadmus & Child. 

Lamperti & Thurston. 
Institute of Internal Auditors. 
A. C. Smith. 

American Inst. of Accountants. 


G. W. Briggs. 


British Inst. of Management. 
V. Riegel. 


Anglo-American Council on Pro- 
ductivity. 

Anglo-American Council on Pro- 
ductivity. 

Anglo-American Council on Pro- 
ductivity. 


British Productivity Council. 


British Productivity Council. 
Johnson & McFarland. 

F. W. Paish. 

D. M. Phelps. 


A. Abruzzi. 

Office Management Association. 

National Records Management 
Council. 

O.E.E.C. 


American Management Association. 


A. L. Boddington. 
T. M. Whitin. 


A. H. Hansen. 
B. Higgins. 
W. J. Campbell. 


W. E. Jackson. 
Yorston & Fortescue. 


McDonald, Henry and Meek. 
G. L. Williams. 
Toose & Helsham. 


E. F. W. Sumner. 


American Inst. of Accountants. 

Inst. of Chartered Accountants m 
England and Wales. - 

Inst. of Chartered Accountants i 
England and Wales. 
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NEWS AND NOTES — Continued 
Ballarat Branch. 

A well attended meeting of the Branch was 
held at the Alexandria Tea Rooms on Wed- 
nesday evening, 28th April, when a lecture 
on Long Service Leave was given by Messrs. 
A. Bremner and G. Polites, Industrial Officers 
of the Victorian Employers’ Federation. A 
most comprehensive exposition of this new 
industrial legislation was given by Mr. 
Polites and an extensive question time enabled 
members to clear many points on this subject. 

The meeting was presided over by the 
Branch Chairman, Mr. T. E. Barnes, and a 
vote of thanks was moved by Mr. W. M. 
Cuthbertson, Branch Vice-Chairman, and 
seconded by Mr. W. S. Hooper. Supper was 
a after the formal proceedings had 
ended. 


Personal. 

Mr. R. G. Bittner, A.A.S.A., announces that 
he has taken over the practice of the late 
Mr. I. S. Scheiner, and shall in future con- 
duct the practice under the name of I. S. 
Scheiner and R. G. Bittner, 115 Elizabeth 
Street, Melbourne. 

Mr. W. L. R. Daniels, A.A.S.A., A.C.A.A., 
has been ry Secretary of H. Rowe & 
Co. (Aust.) Ltd.,. Melbourne. 

As from ist July, 1954, the office of Messrs. 
L. G. Norman and Cartledge, Chartered Ac- 
countants (Aust.) will be transferred from 
$80 Little Collins Street, Melbourne 
(MU 5828), to 1 Palmerston Crescent, Mel- 
bourne South, S.C.5 (MX 1234). 

NEW SOUTH WALES DIVISION. 
Members’ Luncheon. 

Mr. Walter Scott, F.A.S.A., a member of the 
Divisional Council, was the speaker at the 
members’ luncheon at the Trocadero on Wed- 
nesday, 21st April. He has just returned 
from a tour of North and South America dur- 
ing which he attended the 10th International 
Management Conference in Rio de Janeiro. 
The title of Mr. Scott’s address was “This 
World of Accelerated Change”. He spoke of 
the developments in management techniques 
in America and their introduction into Aus- 
tralia in the future. 

A vote of thanks to the speaker was moved 
by a member of the Divisional Council, Mr. 
C. H. Prosser, and carried with sustained 


applause. 
Broken Hill Branch. 

The first Annual General Meeting of the 
Branch was held on Thursday, 11th March, 
at the Freemasons’ Hotel. The Branch Chair- 
man, Mr. Cyril G. Davison, in presenting the 
first annual report, referred to the valuable 
help and advice the Branch had received in 
its infancy from the Divisional Council, 

ugh the Registrar, Mr. B. L. Horsley. He 
confidently hoped that the Branch would be- 
come an active one, and that it would help to 
advance the high standard of the accounting 
profession. 

Mr. Davison was re-elected Branch Chair- 
man for 1954, and Mr. W. L. Burke was 

Deputy Chairman. Messrs. C. Crow- 
ley, R. H. F. Doherty, A. D. Hoskins, R. H. 
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Nankivell, J. O. Nicholson, and W. H. Paviour 
were elected members of the Branch Council, 
Mr. J. F. Field, Secretary, and Mr. J. 
Biggs, Auditor. 

Following the business of the Meeting, Mr. 
E. B. Smyth, F.A.S.A., A.C.L.S., Head of the 
School of Commerce, Sydney Technical Col- 
lege, delivered an address entitled, “Account- 
ing Trends”. 

fn his lecture, Mr. Smyth emphasised the 
need for a solid basis of theory underlying 
accounting practice. He said that the ac- 
counting profession would benefit if, from time 
to time, accountants paused to examine their 
own concepts. It was through the thinking 
of some accountants and the impact of eco- 
nomic and social forces on accounting thought 
that definite trends were emerging in pro- 
cedure. 

Mr. Smyth discussed some of these trends, 
such as the doctrine of disclosure, the in- 
fluence of price level changes on accounting 
for assets and the determination of profits, 
the importance of the profit and loss state- 
ment, and the presentation of published state- 
ments in a clearer and more informative 
manner. 

Broken Hill Branch is looking forward to a 
number of visits by prominant members of the 
General and Divisional Councils. Mr. O. H. 
Paton is visiting Broken Hill on his return 
from the Adelaide Convention; Messrs. C. R. 
Hicking and W. D. Scott have also promised 
to visit the Branch during the year, and Mr. 
W. P. Henson will be attending the next an- 
nual meeting. The Branch is being repre- 
sented at the Convention in Adelaide by 
Messrs. W. L. Burke and C. Crowley. 

Personal. 

Information has been received that Mr. J. 
A. C. Hicks, A.A.S.A., has been admitted into 
partnership in the firm of Robert G. Kirby 
& Co., Hurstville. 

QUEENSLAND DIVISION. 
Educational Group. 

The Group has arranged a Study Course on 
“CURRENT TRENDS IN COSTING FOR 
MANAGEMENT” to be held over four nights 
from 7th to 28th June. On two of these nights, 
discussion groups will be formed and members 
will be split into groups of 15 to 20 for pur- 
poses of informal discussion under the guid- 
ance of experienced lvaders. 

The programme for the course is as under: 
Monday, 7th June: Lecture by Mr. D. S. 

Scott, A.A.S.A., to introduce the series. 
Tuesday, 15th June: First meeting of Discus- 
sion Groups to discuss “COST CONTROL”. 
Monday, 21st June: Second meeting of Dis- 
cussion Groups to discuss “REPORTING 
TO MANAGEMENT”. 
Monday, 28th June: A panel night. Mr. D. S. 
Scott and Discussion. 

Group leaders will form a panel to answer 
questions raised by members. There will be 
no set lecture. This night will be devoted 
solely to questions and general discussion. 
The aim is to round off the series and follow 
up any points not covered completely at the 
Discussion Groups. 
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Accountants’ and Secretaries’ Educational 
Society. 

The Annual Meeting of the above Society 
was held on 3rd March, 1954, at Shell House, 
Ann Street, Brisbane, with a fair attendance 
of members. At the conclusion of the general 
business, Mr. John W. Peden, F.C.A. (Aust.), 
a member of the firm of Messrs. R. G. Groom 
& Co., Chartered Accountants (Aust.), Bris- 
bane, screened an interesting series of colour 
pictures entitled “A Trip to New Zealand”, 
which was accompanied by a short commen- 
tary. 

Following the Annual Meeting, Mr. R. B. 
Loxton, representative on the Council of the 
Society of the Australasian Institute of Cost 
Accountants, was appointed President for the 
current year and Mr. L. W. Doggett, repre- 
sentative of the Institute of Chartered Ac- 
countants in Australia, was appointed Vice- 
President. ‘ 

Meetings of the Educational Society were 
held also on 7th April and 5th May, 1954, in 
the Chamber of Commerce Room, Adelaide 
Street. At the meeting on 7th April, Mr. 
Gilbert Poole, F.C.A. (Aust.), partner of the 
firm of Messrs. Hungerford, Spooner & Co., 
Chartered Accountants (Aust.), addressed 
members on “Some Aspects of Matters Aris- 
ing out of the Appointment of a Receiver by 
a Debenture Holder”. At the meeting on 5t 
May, Mr. E. W. Savage, F.C.A. (Aust.), part- 
ner in the firm of Messrs. Cooper Brothers, 
Savage & Co., addressed members on “Inter- 
nal Control”—a responsibility of management 
and pre-requisite to the audit.” 

The next members’ meeting of the Society 
will be held on 2nd June, 1954, in the Cham- 
ber of Commerce Room, Adelaide Street, Bris- 
bane, at 5.30 p.m., when Mr. Alan W. Munro, 
M.L.A., a member of the firm of Messrs. A. 
W. Munro & Co., Chartered Accountants 
(Aust.), will address members on “Changes 
in Company Law and Practice”. This is to 
be known as the “John S. McInnes Memorial 
Lecture” for the 1954 session. 

The President and Council desire to inform 
members that they are cordially invited to 
bring their friends to all meetings of the 
Society. 

Library. 

The following book has been added to the 
library in Brisbane—“Law Relating to Bills 
of Exchange in Australia”—B. B. Riley. 

Personal. 

Mr. R. A. McInnes, A.A.S.A., Vice-President 
of the Queensland Division, and partner in 
the firm of Messrs. A. L. Nevitt & Co., Share- 
brokers, has been admitted as a member of 
the Brisbane Stock Exchange. He was Secre- 
tary of the Stock Exchange prior to joining 
the firm of Messrs. A. L. Nevitt & Co. 

WESTERN AUSTRALIAN DIVISION. 
Luncheon Meeting. 

The first monthly luncheon of the Society 
for 1954, was held on 12th May, when 250 
members attended. The speaker was Profes- 
sor Gordon Stephenson, who spoke on “Town 
Planning”. 
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Personal. 

Mr. J. M. Groom, F.A.S.A., has_ been ap- 
pointed President of the Federal Taxpayers’ 
Association of Australia. 

Mr. R. P. Falkingham, B.A., B.Com., Dip. 
Com., A.A.S.A., of the Bank of New South 
Wales, Perth, has been appointed Assistant to 
the Chief Accountant at the Bank’s Head 
Office in Sydney. 

TASMANIAN DIVISION. 

The late Harry Hadden Cummins. 

The death occurred on 30th April, of Mr. 
Harry Hadden Cummins, senior partner of 
the firm of Messrs. Frank Reynolds and Cun- 
mins, Chartered Accountants (Australia), 
Hobart. 

In his early days, Mr. Cummins was asso- 
ciated with the soft goods trade before be- 
coming a chartered accountant and secretary 
in Hobart. He was a member of the Tas- 
manian Council of the former Commonwealth 
Institute of Accountants for many years, and 
represented that Division on the General 
Council from 1925 to 1940. He was elected 
General President in 1931-32 and again in 
1937-88. In 1940 he was elected a Life 
Member in recognition of his outstanding ser- 
vices, both to the accountancy profession and 
to the Institute. Mr. Cummins brought to 
the Council table a breadth of vision and a 
sense of balance which were invaluable at a 
time when the Institute was establishing itself 
on a Commonwealth basis. 

He was the first lecturer in commercial 
subjects in the University of Tasmania, and 
a member of the University Council from 
1930 to 1933. He was also a Councillor of 
the Institute of Chartered Accountants in 
Australia. 

It is not only for his services to the ac- 
countancy profession that Mr. Cummins will 
be remembered. As a rotarian, he was Presi- 
dent of the Hobart Club in 1928-29 and dis- 
trict governor ‘for the 65th International 
District in 1931-32. He attended the Rotary 
Convention in Vienna in 1931. He was Secre- 
tary of the Hobart Chamber of Commerce for 
twelve years and president in 1929-1930. He 
was a vice-president of the Federal Taxpayers’ 
Association in 1948-1950, and President of 
the Tasmanian Branch since 1938. He also 
took an active part in various charitable 
organisations in Hobart. 

Mr. Cummins’ death will be mourned not 
only by members of the accountancy profes- 
sion throughout Australia, but also by the 
many public and charitable organisations to 
which he gave, unstintingly and selflessly, 80 
much of his time and energy. He will be 
remembered for his human qualities, for his 
engaging sense of humour and for his love of 
his fellow man. 

AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY. 
VICTORIAN DIVISION. 

July Meeting. 

The next meeting of the Society will be 
held on 12th July, when Mr. E. A. Larcomb, 
of the Taxation Department, will speak on the 
subject “Taxability of Goodwill”. 
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THE AUSTRALASIAN INSTITUTE OF COST ACCOUNTANTS 


GENERAL COUNCIL MEETING. 


The Annual Meeting of General Council 
was held in Sydney on May 24 to 26 when 
there was a full representation of all State 
Divisions. Representatives present were:— 

Mr. A. D. Richmond, President; Mr. C. B. 
Villiers, Vice-president (Vic.); Mr. B. W. B. 
Ruffels, Treasurer (Vic.); Messrs. J. E. 
Morten and A. H. Blamey (Vic.); W. H. 
Newton, H. L. Sainsbury and L. M. Levy 
(N.S.W.); J. N. Keynes (S.A.); W. H. Duirs 
(W.A.) and R. B. Loxton (Q’land). Mr. C. 
Viertel, a Past President (Q’land), also at- 
tended for part of the meeting. 

A lengthy agenda was excellently handled 
by the President, who was in the Chair. The 
most important decisions made are reported 
hereunder for the information of members:— 


Cost Accounting Qualifications: 

To meet the ever increasing needs of 
management for experience and a high stan- 
dard of knowledge of every accounting tech- 
nique, the Institute has decided to implement 
last year’s General Council approval of a 
higher standard for examination qualification 
for membership. This involves five papers in 
two parts, comprising two papers in Part 1 
and three papers in Part 2, with Part 1 to 
be completed before Part 2 is taken. Separate 
passes will be allotted for each paper in 
place of the previous averaging method and 
the necessity of taking all cost accounting 
papers at the one sitting. Full details of 
this change, with its commencing date, will 
be announced shortly. 


Post-Graduate Nature of the Institute 
Qualifications: 

The Institute has, in the past, called for 
general accountancy qualifications as a pre- 
requisite from its candidates. General ac- 
countancy qualifications have now been de- 
fined as “eligibility for admission to an ac- 
countancy institute recognised by this In- 
stitute from time to time”. This gives effect 
to the institute’s policy of an increasing 
standard of knowledge and experience being 
required before the accountant completes the 
post-graduate course of cost accountancy. 


National Research Project: 

“The application of Direct - 
Methods.” wa 

This important subject was chosen for a 
national research effort during the coming 
year. The work of all Divisions will be co- 
ordinated under a New South Wales Com- 
mittee comprising Messrs. W. H. Newton, H. 
L. Sainsbury and L. M. Levy. The results 
of this work could well prove of great benefit 
to our profession and to our national economy. 


Costing 


Terminology ef Cost Accountancy: 

This publication of the Institute has been 
well received and has proved a worthwhile 
iitial contribution. Cost accountancy is a 
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living subject and these terms must be kept 
under constant review. General Council has 
been pleased to receive a number of construc- 
tive criticisms on this work; and, during the 
coming year, the Standing Committee on 
Terminology, comprising Messrs. R. F. Pascoe 
(South Australia), A. D. Richmond (New 
South Wales) and B. W. B. Ruffels (Victoria), 
will review this work. 


Code of Ethics: 

The Institute’s Code of Ethics governing 
the professional conduct of members, which 
was approved by the last meeting of General 
Council, has been carefully reviewed by our 
legal advisers, whose suggestions have been 
referred to the Executive Committee of 
General Council. 


“Cost Bulletin”: 

This publication of the Institute is to be 
continued on the basis of a quarterlv issue. A 
special prize of £50 is to be offered for the 
outstanding article for publication submitted 
during the year, together with three separate 
prizes of £10 each for the most practical, 
modern, short articles of 1,500 words on cost 
practice in specific industries. 


Australian Society of Accountants: 

Members have been informed that discus- 
sions have been taking place between the 
Institute and the Australian Society of Ac- 
countants for the purpose of examining how 
the two bodies might, with advantage to all 
concerned, become more closely affiliated. 
The special committee handling this matter 
is to continue its discussions and members of 
the Institute are reminded that, under the 
Institute Articles of Association, any proposal 
which might arise must be placed before 
members of the Institute for their decision on 
same. Members will be fully informed in the 
event of any specific proposal arising from 
present discussions. 


Honorary Membership: 

Honorary Membership is conferred only in 
recognition of special services of the highest 
order having been rendered to the Institute. 
General Council unanimously voted the con- 
ferring of Honorary Membership upon Mr. 
H. S. Kilfoyle, of Victoria, whose outstanding 
services to the Institute from the date of its 
inception included the Australasian Presi- 
dency in 1933-1934. 


New Office-Bearers: 
At the conclusion of the meetings the fol- 
lowing new office-bearers were elected for 


1954-55. 

President. Mr. C. B. Villiers, F.C.A.A. 
(Vic.); Vice-President: Mr. J. Keynes, 
F.C.A.A. (S.A.); Treasurer: Mr. B. W. B. 
Ruffels, F.C.A.A. (Vic.). 

Mr. Villiers is Secretary, Robert Harper 
and Co. Ltd., Melbourne. He was President 
of the Victorian Division in 1949 and in 1950 
and Australasian Treasurer from 1949 to 
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1953. In taking over office, Mr. Villiers made 
special reference to the excellent work of the 
immediate Past President, Mr. A. D. Rich- 
mond of New South Wales, both in his hand- 
ling of the lengthy meetings and his leader- 
ship throughout his year of office. The new 
President also paid a special tribute to the 
New South Wales Division for the excellent 
arrangements made for the meetings and the 
comfort of the interstate representatives. 


VICTORIAN DIVISION. 
Election of Office-Bearers: 

At the meeting of the Victorian Divisional 
Council, following the Annual General Meet- 
ing, the undermentioned office-bearers were 
elected :— 

President: Mr. A. H. Blamey. 

Vice-President: Mr. A. F. J. Sutherland. 

Hon. Treasurer: Mr. B. W. B. Ruffels. 

Mr. Blamey is Secretary of Griffiths Sweets 
Pty. Ltd. of Richmond, where has has in- 
stalled modern costing and budgetary methods. 
He has been a member of the Council for 
several years, and is editor of the cost ac- 
counting section of the “Australian Ac- 
countant”. 


Annual Divine Services. 

On May 10 the Institute combined with 
kindred bodies in attending Annual Divine 
Services at St. Patrick’s and St. Paul’s 
Cathedrals. A very large attendance resulted 
—this being the second of such annual 
services. 

His Excellency the Governor of Victoria, 
Sir Dallas Brooks, attended the service at St. 
Paul’s Cathedral, whilst His Excellency was 
represented at St. Patrick’s Cathedral. 
Activities. 

The popular ‘Demonstration of Mechanical 
Aids to Cost Accounting’ is to be repeated at 
Bendigo on 25th June, and local members 
should make sure of attending this demon- 
stration of machines and other devices to 
assist in costing work. 


GENERAL COUNCIL. 

The Annual Conference of General Council 
was held in Sydney from May 24 to 26 and 
was attended by representatives from all 
divisions. A very heavy agenda covering 
items of great importance to the Institute 
was discussed, and business sessions were 
under the control of Mr. A. D. Richmond 
(N.S.W.), President. A new syllabus of ex- 
aminations was approved and this matter, and 
other decisions are reported elsewhere in this 
issue. 

At the conclusion of the Conference, the 
following new office-bearers were elected:— 

Australian President: Mr. C. B. Villiers 
(Vic.). 

Vice-President: Mr. J. N. Keynes (S.A.). 
(vied: Treasurer: Mr. B. W. B. Ruffells 

ic.). 
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The Council unanimously conferred Honor- 
ary Membership on Mr. H. S. Kilfoyle, of 
Victoria, who has rendered outstanding ser- 
vice to the Institute. Mr. Kilfoyle was Chief 
Accounting Officer of the State Electricity 
Commission before his recent retirement, and 
was responsible for many of the up-to-date 
cost techniques in operation by that body. 


N.S.W. DIVISION. 
Annual General Council Meeting. 

Several social functions were ereaneee by 
the N.S.W. Council during the period when 
General Council] was meeting in Sydney late 
in May. On the Sunday evening prior to the 
conference, members of the Council and the 
wives of several Councillors joined the inter- 
state visitors and their wives at dinner at the 
“Wentworth” Hotel. This enabled members of 
N.S.W. and General Council to renew acquain- 
tances as a preliminary to the Conference dis- 
cussions to follow. 

On Monday evening, 24th May, the N.S.W. 
Divisional Council entertained the General 
Council at dinner in the “Corroboree” Room 
at the Wentworth Hotel, and an excellent and 
original dinner was enjoyed by all. On Wed- 
nesday, General Council returned the compli- 
ment at a luncheon and N.S.W. Council were 
most grateful for the hospitality shown them 
on this occasion. 


Annual General Meeting. 

On Tuesday, 25th May, about 120 members 
attended the Annual General Meeting of the 
Institute held in the Banquet Hall of the 
Wentworth Hotel. The President, Mr. A. D. 
Richmond, presented his report and at the 
conclusion of the meeting some excellent en- 
tertainment, arranged by the N.S.W. Council, 
was staged. Altogether, the small group of 
artists provided an enjoyable hour. 

Supper provided members with the oppor 
tunity to meet Interstate Council members, 
and the evening concluded on a very happy 
note. 

Activities. 

Arrangements have been made to start our 
year’s activities early in June, and on 16th 
June, a factory visit has been arranged with 
Australian Aluminium Co. Ltd. who operate 
smelting, extrusion and rolline processes. 

In July it is proposed to hold a picture 
night at the Shell Theatrette to which mem- 
bers and their wives are invited. This annual 
event has proved to be most popular in past 
years and this year promises to be no ex 
ception. 

Arrangements are proceeding for a most 
attractive programme of lectures later in the 
year, and when definite dates are set m 
will be advised. 


Personal: 

Mr. H. F. Craig, A.C.A.A., who went % 
America three years ago under a Fullbright 
Scholarship to study business administration, 
has been appointed Assistant Professor 
Business Administration at the Graduate 
School of Business Administration, H 
University. 
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A FOREIGN LANGUAGE COMES 
IN HANDY. 


Isabella of 
Castille, 
America, etc., 
1474-1504 


Ferdinand of 
ragon, Naples, 
ete., 1479-1516 


' 
} 


LET ME begin this note by refresh- 
-~ ing your memory with the follow- 
ing family tree. 


Maximilian I m. 
Emperor, 
1493-1519 | 


— 
Archduke of 
Austria 

d. 1506 


Mary of 
Burgundy 





Charles V 
Emperor and 
King of Spain 


} 
Ferdinand 
Emperor 
1556-1564 


1519-1556 


d. 1559 


| 
Philip II 
King of Spain 
1556-1598 
(The Armada) 


Through his four grandparents, 
Charles V inherited a vast Empire. 
Through Ferdinand and Isabella he 
became King of Castille, Aragon and 
Naples and ruler of the vast Spanish 
possessions in America. Through Maxi- 
milian I he became Archduke of Austria 
and Count of Tyrol. Through Mary 
of Burgundy he ruled the Netherlands. 
Finally, on the death of his grand- 
father, Maximilian, he was elected Holy 
Roman Emperor and thus ruler of 
Germany. 


As the table reveals, Philip, the 
father of Charles V, died before Maxi- 
milian, and his poor wife, Joanna, be- 
tame mad with grief, and was thus 
quite incapable of inheriting the throne 
of Spain. So their son, Charles, came 
into the vast inheritance outlined 
above. Poor Joanna, who lived in 
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misery for nearly fifty years after her 
husband’s death, is known to history 
as Joanna, the Insane. 


This story is concerned with Joanna 
and her husband, Philip. In January, 
1506, this royal couple were caught in a 
storm in the English Channel during a 
voyage from the Netherlands to Spain. 
Their ship, which was nearly wrecked, 
managed to put in at Portland. There 
they were met by one, Sir Thomas 
Trenchard, who took the prince and 
princess to his home, Wolfeton House, 
about a mile to the north of Dorchester. 


A dreadful obstacle to hospitality 
presented itself. The royal pair had no 
English; no one at Wolfeton could speak 
their tongues. The story is that Sir 
Thomas solved the problem by sending 
for a young man, John Russell, who 
had travelled abroad and could act as 
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interpreter. When Philip and Joanna 
were invited by Henry VII to Windsor 
Castle, young John accompanied them. 
Henry VII was delighted with the un- 
stipended interpreter and soon after 
made John a gentleman of the Privy 
Chamber. And so began the famous 
house of Russell with its vast fortunes 
and its subsequent Dukedom of Bed- 
ford, created in 1694. The 12th 
Duke, Hastings William Sackville 
Russell, died last year by an acci- 
dent with a gun. This accident will 
take a large slice of the Bedford 
fortunes, for the Duke just failed to 
survive the period which would have 
rendered his settlements free of death 
duties. The Duke was a man of great 
gifts and undukelike views freely and 
untimeously expressed. For my own 
disrespectful part, I had a real affection 
for him. He may have appeared as a 
“crank” to perplexed, dull and retarded 
brains of the best people, but I prefer 
the golden heart of a Douglas Social 
Creditite, with all its errors, to the 
stony heart of a Gold Standard fiend. 


OUR WAY OF LIFE 


I SUPPOSE it all began with Cicero 
when he cried: O tempora! O mores! 
“What times! What ways of life!” 


Shakespeare uses the term when he 
makes Macbeth say: 


I have lived long enough; my way of 
life 
Is fallen into the sear, the yellow leaf; 


I do not know who began its popular 
run in recent years, but a current 
political speech seems almost naked if 
there is no reference to “our way of 
life”. Even the business man has got 
hold of it. It is to-day as popular as 
“in the last analysis” used to be. 

The phrase is heading for the gutter. 


We shall soon be excusing the merry 
felon with: “It’s just his way of life’. 


A REPORT ON THE SUB- 
CONSCIOUS 


‘THE SYDNEY Morning Herald” 

20 February, 1954, reported on # 
preparations made by Hobart to rece 
Her Majesty. The last sentence of t 
paragraph reads :— 

“The stage (of the City Hall) g 
sembles a garden, complete with fou 
tain, and has a backdrop of a paint 
of Government House, and the Riy 
Derwent. Alka, fimocii, grog.” 


We shall never know what the cog 
positor’s conscious mind intended 
set. It is clear, however, that ¥ 
composing the report he became 
zied at the thought of the millions 
gallons of good Cascade that would 
drunk during the celebrations. 
subconscious response is contained 
the last three words, which mean:* 
like fine grog.” After all, Cascade) 
among the world’s finest. 7 

The subconscious mind is somey 
illiterate and always rather silly. 
the only word it could spell co 
was the last one. 

How do I know all this? 
chology tells me so. 


My p 


SOFT ANSWER (No. 8) 


A YOUNG American graduate set 
business in New York as a g@ 
alogist. His first client, a lady, insw 
ted him to prepare her family 
After due research, the document 
prepared and handed to the client, 
was indignant when she discovered 
he had noted against her grand 
“electrocuted at Sing Sing’. She 
the genealogist to amend the docu 
or he would never get paid for his We 
All was well when he made the fol 
ing substitution “a demonstrator; 
applied electricity at a famous ins 
tion, and died in harness”. } 
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